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Of Creative Leadership 


Creative MINDS are indispensable. Leadership in busi- 
ness and industry should itself be creative, if it is to effect 
fundamental growth away from practices which are 
antagonistic to the American Way. 

It requires no miracle to raise flowers in a desert, neither 
does it require superhuman efforts to drive a modern 
motorcar through a thick African jungle. In the first case, 
all that is required is transportation of water to the desert; 
in the second case, the cutting of a road. Those who devise 
plans of action for transportation of water and for cutting 
roads are leaders. Similarly it requires no miracle or super- 
human effort to enable men in business and industry to 
operate their enterprises in a manner consistent with basic 
values of citizens. What is required is creative leadership 
which can devise plans of action for changing objective 
arrangements so that corporate enterprises will contribute 
more and more toward achievement of the basic desire of 
people to be free. 

If leadership is not creative for these purposes, those 
who strive to administer business and industry should be 
ready to face the outcome of leading men to something 
other than that which we proudly call freedom. 


—CLARENCE A, WEBER and JOHN W. KARNES, JR., 
Industrial Leadership: The American Way to Teamwork 
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strictly personnel : 


Top Management and the 
Bargaining Outlook 

SoME CLEAR sIGNs of a stiffening in man- 
agement’s approach to this year’s contract 
negotiations are forthcoming from a 
Dun’s Review & Modern Industry sur- 
vey of 175 corporation presidents, many 
of them heads of companies ranking 
among the top 500 in the U. S.* 

While expecting that their next con- 
tracts will boost wages by about 4 per 
cent, most of these top executives are 
bracing themselves to stand firm against 
demands for further fringe benefits—and 
are even more strongly determined to 
fight for “management’s right to man- 
age,” the survey finds. 

What one president termed “manage- 
ment’s right to operate its plants with 
freedom and flexibility” includes, in the 
opinion of these DR & MI panelists, the 
freedom to select and hire workers on the 
basis of individual qualifications and 
ability; to promote on merit; and to as- 
sign and transfer in accordance with 
company needs. Such restrictive labor 
practices as featherbedding, seniority 
rules, and the subcontracting issue thus 
shape up as the main targets of manage- 
ment attack in coming negotiations. 

Equally vigorous resistance is also 
looming against all inflexible or prece- 
* K. Henry, “Industry’s Leaders Face the Labor 


Challenge,” Dun’s Review & Modern Industry, 
July, 1959. 


A 


dent-setting costs, such as GAW, SUB, 
cost-of-living escalators, increased pen- 
sions, shorter work weeks, and more paid 
holidays. Though some of the surveyed 
presidents believe that fringe payments 
will go up another one to three cents, the 
general expectation is that the increase 
will be proportional to the increase in 
wages and that the continuous rise in the 
ratio of fringe payments to total payroll 
costs will be halted, at all events for the 
time being. 

Despite their strong views on these and 
other aspects of current labor-manage- 
ment relations, few presidents believe in 
taking to the hustings to proclaim them 
publicly. Only two out of ten think that 
the top executive should speak out freely 
on the reasons behind management’s 
stand on any contract offer. The rest take 
the view that the company’s interests are 
better served by his staying well behind 
the scenes—but ready to serve, if need be, 
as a court of last resort. 


Industrial Training— 

Soviet Style 

ConsIDERABLE PUBLICITY has been given 
to the fact that the Soviet Union’s annual 
crop of engineers and scientists far ex- 
ceeds our own. Less often commented 
upon—but possibly an equally important 
factor in the race for technological su- 
premacy—is the rate at which the USSR 





is stepping up its supply of skilled indus- 
trial workers. 

In a recent address to the New York 
Personnel Management Association, Mr. 
Leonid Rumyantsew, Second Secretary of 
the Soviet Embassy in Washington, 
quoted some eye-opening figures about 
the scope of his government’s efforts in 
this direction. Skill training in Russia, 
Mr. Rumyantsew said, is the re- 
sponsibility of the Central Administra- 
tion of Labor Reserves, which was set up 
in 1940 and now runs a network of trade 
and technical schools throughout the 
country. During its 18 years of existence, 
this agency has turned out 10,250,000 
skilled workers and now supplies Soviet 
industry with upwards of 700,000 crafts- 
men in 700 trades a year. 

The Central Administration is also re- 
sponsible for supervising on-the-job train- 
ing in Soviet plants. Approximately 6 to 7 
million workers a year are trained in this 
manner, Mr. Rumyantsew asserted. 

By contrast—as a contributor to this 
issue points out—apprentice training in 
the U. S. is lagging well behind mere re- 
placement rates. Far from increasing the 
supply of skilled workers to keep pace 
with the demands of our expanding econ- 
omy, we are not even catching up with 
the numbers who leave the workforce 
each year through the normal process of 
attrition.* 

For the individual company that finds 
it difficult to take a global view of this 
particular problem, a recently reported 
survey** by the Labor Department’s Bu- 


*L. Ruthenburg, “The Crisis in Apprentice 
Training,” pp. 28-33 of this issue. 

** J. H. Schuster, “Career Patterns of Former 
Apprentices,” Occupational Outlook Quarterly, 
Vol. 3, No. 2 (May 1959), pp. 13-19. 
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reau of Apprenticeship and Training 
may perhaps be more to the point. 

The survey, which was carried out in 
1956, covered a sample of over 38,000 ap- 
prentices who achieved journeyman sta- 
tus in 1950. During the six years since 
they had completed their training, the 
study found, nearly half the respondents 
had worked for only one employer—in 
most cases the same employer under 
whom they had served all or a part of 
their apprenticeship. Actually, outside of 
the construction trades, where changes of 
employers are probably unavoidable, only 
two-fifths of the former apprentices had 
worked for two employers or more. 

Almost all the respondents were still 
working at the trades to which they had 
been apprenticed and though two-thirds 
were still at the journeyman level at the 
time of the study, 19 per cent had been 
promoted to supervisory positions and 8 
per cent had advanced still higher. Clear- 
ly, a Central Administration of Labor 
Reserves is not the only answer to the 
problem of building a skilled and stable 
workforce—and the company-sponsored 
apprenticeship program is still a pretty 
good way of going about it. 


Calculating Turnover Costs 


PROBABLY THE MAIN reason management 
in general has only the haziest idea how 
much labor turnover actually costs is that 
comparatively few companies can spare 
the time or the staff to undertake the 
complex task of calculating it. Of course, 
it is always possible to call in an expert to 
do the job. But it seems doubtful whether 
such an expense would be justified in the 
case of the average company with no 
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more than average turnover rates. In most 
cases, a list of representative costs of the 
various elements that go to make up total 
turnover expense would probably serve as 
a sufficiently reliable yardstick which the 
firm could apply to its own situation. 

Some time ago, the Merchants and 
Manufacturers Association of California 
undertook a study designed to develop 
such a yardstick. With the cooperation of 
a cross section of companies in the Los 
Angeles metropolitan area, dollars and 
cents figures were obtained on each of 
the following elements in total turnover 
costs: Employment cost; Break-in cost; 
Breaking-in cost; Formal Training cost; 
Separation cost; Lost Production and Ex- 
tra Burden costs; Extra Social Security 
Tax costs; and Extra Unemployment In- 
surance costs.* Analysis of the figures 
yielded a set of tables, broken down by 
company size and four industrial classi- 
fications (manufacturing, utility, fi- 
nance and insurance, and wholesale 
trade), showing typical costs for each of 
the elements studied.** Using the tables 
as a guide, with suitable adjustments for 
higher or lower net annual turnover and 
average hourly rates than those on which 
the tables are based, it becomes a matter 
of simple arithmetic for a company to cal- 
culate both its average costs for each em- 
ployee separated and its total annual 
turnover bill. 

A moot point in studies of this kind is, 
© The calculation of the two last named elements 
appears to have been unique to this study. For 
an explanation and tabular breakdown of these 
costs, see the letter from G. W. Canfield in the 
November/December 1958 issue of PERsoNNEL, 
pp. 83-86. 

** Labor Turnover: Causes, Costs, and Methods 
of Control, Merchants and Manufacturers Asso- 


ciation, Orange County Office, Garden Grove, 
Calif., 1959. 
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of course, the reliability of the reported 
data. Some experts would maintain that 
the figures developed by the M & M sur- 
vey are so low as to indicate that the par- 
ticipating companies had overlooked 
many items that should have been in- 
cluded in the calculations.*** On the 
other hand, M & M reports that a follow- 
up study in which 55 companies (only 
seven of whom had participated in the 
survey) were asked to compare their own 
calculations of their total turnover costs 
with those derived from using the tables 
showed a fairly close correspondence be- 
tween the two sets of figures. 

Even granting that the study probably 
errs on the conservative side, the costs 
quoted are sobering enough. Thus, the 
total cost for each separated employee 
averages just over $480. And—to take a 
more specific example—for a manufac- 
turing company employing 800 workers, 
with an average hourly rate of $2.60 and 
a relatively low net labor turnover rate of 
3.9 per cent, the tables yield a total of 
$793.75 per separatee. 

On the whole, however, the main inter- 
est of this study lies not so much in its 
specific findings as in its pioneering ap- 
proach to the problem of developing a 
formula for calculating turnover costs 
that has reasonably general applicability. 
It is to be hoped that this M & M survey 
will pave the way for other studies along 
similar lines, embracing a wider range of 
industrial classifications and based per- 
haps on a more thoroughgoing analysis of 
the various cost elements involved. 


*** For a discussion of the items commonly 
overlooked in calculating turnover costs, see F. 
J. Gaudet, “Calculating the Cost of Labor Turn- 
— PERSONNEL, September/October 1958, pp. 
31-37. 





The Over-Age Executive: 
Industry’s Neglected Source 


A TELLING ARGUMENT against retaining 
an executive past normal retirement age 
has always been that to do so will block 
the advancement of younger men just 
entering on their most productive years. 
In actual practice, this argument gener- 
ally prevails, whether the company has a 
compulsory retirement policy or not. 
Sooner or later, the older executive, re- 
gardless of how capable he still may be, 
has to face the fact that, in fairness to his 
younger colleagues, the time has come 
for him to step down. 

Two years ago, this realization came to 
Mr. Walter D. Fuller, chairman of the 
board of The Curtis Publishing Com- 
pany. Then a vigorous seventy-five, he 
was not in the least interested in spend- 
ing his retiring years pottering around 
the house. Instead, he busied himself 
with a practical solution to the problem 
of executives in a similar situation to his 
own. All over the country, seasoned men 
with lifetimes of experience and know- 
how behind them were twiddling their 
thumbs, simply because of circumstances 
for the most part beyond their control. 
Surely, he reasoned, some way could be 
found to prevent this reservoir of hu- 
man capital from going to waste. 

Accordingly, in collaboration with Mr. 
William S. Wilcox, a retired Socony 
Mobil executive, Mr. Fuller opened an 
office in Philadelphia designed to serve 
as a clearinghouse of mature executive 
talent. Since that day, the Walter D. Ful- 
ler Company has screened and registered 
upwards of 1,500 qualified specialists in 
some 175 different business fields, all of 
whom are available for special assign- 
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ment on a part- or full-time basis. 

Persuading industry to make use of 
this wealth of talent has been in some 
ways the harder part of the job. In- 
creasingly, however, more companies are 
finding that bringing in an outside 
specialist to solve some pressing, short- 
run problem holds some hitherto unper- 
ceived advantages. If, for example, as 
often happens, the man comes from some 
entirely different branch of industry, he 
is able to bring a fresh eye and a differ- 
ent perspective to the company’s oper- 
ations. Again—and perhaps even more 
important—his temporary footing in- 
sures his ready acceptance by the regular 
staff. There are no fears that this Johnny- 
come-lately will elbow someone else out 
of a job and none of the resentment that 
usually ensues when an outsider is 
brought in over the heads of long-service 
employees. 

When working part time, Fuller 
specialists usually serve as independent 
contractors and are paid by fee. If they 
are employed full time and added to the 
payroll, the special nature of the project 
makes it possible to terminate their serv- 
ices, without hard feelings on either 
side, as soon as the job has been done. 

Though many requests can be filled 
from its files, the Fuller Company will 
make a special search to meet a com- 
pany’s particular specifications. It makes 
no charge for this service, or to regis- 
trants, and its fees to employers on place- 
ment are extremely modest. Companies 
interested in knowing more about the 
caliber of men available through this 
source should write the Walter D. Ful- 
ler Company, Public Ledger Building, 
Philadelphia 6, Penna. 








Two leading business men and a lawyer active in 
politics discuss, especially for PERSONNEL readers, 
some employee relations aspects of corporate po- 
litical activity. 


Encouraging Political Activity 
Throughout the Organization 


T. REID, J. WORTHY, S. MITCHELL, L. RAGAN 


Regardless of their personal political 
affiliations, thoughtful business men 
are becoming increasingly perturbed 
by the fact that only about half of all 
eligible voters consistently cast their 
ballots in a final election—and less 
than one-quarter participate in the pri- 
maries or caucuses where the alter- 
natives to be placed before the elec- 
torate are actually decided upon. 
While there seems to be considerable 
confusion and doubt as to just what 
steps business can or should take to- 
ward insuring that the electoral 
process more truly expresses the “will 
of the people,” it is beginning to be 
generally recognized that corporate ac- 
tion must go beyond pious, last-minute 
exhortations to employees to “vote for 
the candidate of your choice.” 
Recently, Thomas R. Reid, of the 
Ford Motor Company, James C. 
Worthy, of Sears Roebuck and Com- 
pany, and Stephen A. Mitchell, former 
chairman of the Democratic National 
Committee, met in Chicago to discuss, 


for the benefit of PErsoNNEL readers, 
what the individual company can do 
to encourage employees at all levels to 
take a more active part in political af- 
fairs. We are indebted to Lawrence A. 
Ragan both for arranging and moder- 
ating this discussion and for the edited 
transcript that follows —Eb. 


Racan: I take it we're all agreed 
that there is more interest among busi- 
ness men in political activity than there 
has been in the past. 

Rem: I think there is more genuine 
interest on the part of business men 
right now in political matters and pub- 
lic affairs and governmental relations 
than I have ever seen. And I’ve been 
observing the scene for some 20 years. 

Wortny: I would agree with Mr. 
Reid’s observation. I’m glad to see, too, 
that Mr. Reid makes a distinction be- 
tween “governmental affairs” and 
“political activity.” 

Racan: Will you clarify this distinc- 


tion? 
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Wortny: Yes, I would do it this 
way. When a business man engages in 
political activity, he does so just as any 
other citizen deals with the political 
parties. But his relationship to govern- 
mental affairs deals with the estab- 
lished organs of government. 

Rew: That’s true. For example, we 
in the automobile industry are a popu- 
lar subject for legislation. To keep 
abreast of these developments, we 
maintain representation in Washing- 
ton as well as in many states through- 
out the country. Our people cover con- 
gressional hearings, visit executive 
agencies, and keep in touch with gov- 
ernmental trends. They make reports 
which help us to decide when we 
should take positions on pending legis- 
lation, when we should make public 
statements, and when we should file 
statements or give testimony before 
committees. 

Racan: Well, with all this current in- 
terest, has there been a corresponding 
increase in corporate political activity? 

Wortny: I don’t think there is as 
much activity in politics as those en- 
couraging this point of view would 
like to see. 

Rew: That’s true. What’s more, I 
think it is also a good sign. One of my 
apprehensions is that there will be a 
few who will rush in pell-mell and 
make mistakes. They will make un- 
fortunate statements and launch into 
programs that aren’t thoroughly con- 
sidered. Doing so, they will harm the 
cause immeasurably. To me it is en- 
couraging that there has been this feel- 
ing of gingerly sticking a toe into the 
water. 





The Panelists 
Participating in this special Prr- 
SONNEL panel discussion, which 
took place at DePaul University, 
Chicago, last May, were: 

Thomas R. Reid, assistant di- 
rector of civic and governmental 
affairs, the Ford Motor Company. 

James C. Worthy, vice presi- 
dent, public relations, Sears Roe- 
buck and Company, and president 
of the United Republican Fund in 
Chicago. 

Stephen A. Mitchell, Chicago 
attorney and former chairman of 
the Democratic National Commit- 
tee. 

Lawrence A. Ragan, modera- 
tor, director of public relations, 
DePaul University, and president 
of the Industrial Editors’ Associa- 
tion of Chicago. 











Wortny: I thoroughly agree. With 
all this talk that’s going on, I’m afraid 
a lot of amateurs are going to make 
mistakes. They will reflect on business 
and reflect on the party they are trying. 
to support. Fortunately, this danger 
seems to be recognized. Many busi- 
ness men feel they ought to be doing 
something, but as to what and how— 
this is still an area of debate and study. 

Mircuett: And also great un- 
certainty. 

Wortny: Yes, great uncertainty. 

MrrcHe.v: I’ve found that to be true 
in discussions with business men who 
have read my book, Elm Street Poli- 
tics. I devoted a chapter to “Political 
Clubs and the Corporation,” and it has 
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prompted many business men to tell 
me that this might be the “how to do 
it” answer they’ve been looking for. 
Only last week, a railroad executive 
told me that he was appointed to a 
committee within his company to find 
ways of getting employees active in 
politics. There was no question at all 
about the fact that such action was 
necessary and desirable. But, he asked, 
“How do we do it?” That’s the big 
question being asked everywhere. 

Racan: What is your solution, Mr. 
Mitchell ? 

MircuHet_: Well, I don’t pretend it’s 
a definitive solution. I do think that 
some of the ideas I have outlined are a 
point of view that business men could 
study and perhaps adapt to their own 
needs. I would suggest to them that 
they study the political club movement 
which has flourished in recent years. 
These clubs, it seems to me, are com- 
pletely in tune with the times. People 
from the same neighborhood form a 
club that technically works within a 
party but actually works alongside of 
it. They combine meaningful political 
action with a good deal of social ac- 
tivity. 

Racan: In general, Mr. Mitchell, 
what is your reaction to the business 
man’s approach to political activity? 

Mitcue tt: It strikes me that it is too 
bookish. I think, too, that business men 
are unrealistic in their attempts to 
make a whole drove of vice presidents 
into precinct captains. They’re trying 
to make the most overworked man in 
business do work for which he sim- 
ply will not have time. Instead, if they 
would stimulate something like this 
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club activity in the neighborhoods of 
their employees—away from the office 
or plant—I’m sure they would be 
successful. 

Wortny: I agree that the club idea 
has great merit. At the same time I 
wouldn’t dismiss the precinct worker. 
I’m conscious of the problem because 
here in Chicago, as you know, we Re- 
publicans need precinct workers. Right 
now all the patronage is held by the 
Democrats. Precinct workers are typi- 
cally your patronage employees. We 
have no patronage and, therefore, no 
precinct workers. So, as a member of 
the Republican organization, not as a 
business man, I’m anxious to find some 
means of recruiting workers. 

MitcHett: That’s what I’m talking 
about. I want to meet you right on that 
point. 

Wortny: And I would hope we 
could get some of these people who are 
employees of business. 

MitcHe.L: I say to you that the way 
you will do that is to bring them into 
groups and get them interested in a 
social and political atmosphere. I’m 
sure that you'll be successful—espe- 
cially right now in 1959 as we look 
forward to the interest and excitement 
of the national campaign in 1960. Let 
me describe it this way. On Elm Street, 
where I live, I helped to form a Demo- 
cratic club. Democrats on Elm Street 
are clearly in the minority. Neverthe- 
less, we were able to find three Demo- 
crats for every one who had been 
known to the Democratic precinct 
captain. The Republicans, on the other 
hand, take the area for granted. I’ve 
never seen a Republican worker can- 
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vass our street. Now, if a Republican 
club were formed, I’m confident that 
many willing workers would step for- 
ward. The club provides the mechan- 
ism within which they can work. It 
helps them to become a part of an ac- 
tive and dedicated group. 

Wortny: Yes, I can understand how 
this club idea might work well in mid- 
dle-class communities. I’m wondering 
if it will work equally well in work- 
ing-class neighborhoods. And, if it 
does, how does management, which 
tends to be upper class in its orienta- 
tion, establish and encourage pro- 
grams in these neighborhoods? 

MitcHeEti: When I first began work- 
ing with political clubs—in California 
in 1953—I also thought this was a 
movement peculiar to the suburbs. It 
isn’t—or at least not to the older estab- 
lished suburbs. They already have 
enough to do, and they find trouble 
finding time for one more activity. But 
in the city, especially in changing 
neighborhoods, there are many lonely 
people. They welcome an opportunity 
to know their neighbors better and to 
work with them in a common cause. 
This is also true in the newer suburbs 
where people are busy getting ac- 
quainted with each other. And an- 
other thing: Now they’re all paying 
taxes. I’ve seen flourishing club activity 
in several communities where the aver- 
age income of a family is about $5,000 a 
year. 

Racan: And how would you an- 
swer Mr. Worthy’s second question— 
what can corporations do to encourage 
this activity in lower-income neighbor- 


hoods? 


Mircuett: I can say only that cor- 
poration people can show people in all 
kinds of neighborhoods hw these 
clubs operate. Their people, as individ- 
ual citizens, can take a lead in the or- 
ganization of these clubs. After all, 
business people already have a famili- 
arity with organizing techniques. 
They understand committee work 
and all that goes with it. But somebody 
must take the lead in showing them 
how a neighborhood club can be or- 
ganized. The greatest barrier to politi- 
cal action is the fear of having one’s 
ignorance exposed. This the corpora- 
tion can circumvent by carrying on an 
intensive “how to do it” campaign. 

Racan: I think it would be helpful if 
we discussed the “Aero-Jet” plan in 
California. You mentioned it in your 
book, Mr. Mitchell, so perhaps you'll 
describe it briefly. 

MitcHe.i: Well, the Aero-Jet Cor- 
poration in California set up a pro- 
gram with a twofold goal: to encour- 
age its employees to register and to 
contribute money to the party of their 
choice. Arrangements were made to 
have deputy registrars in the plant to 
make it convenient for employees to 
get on the rolls. Then each employee 
was invited to make contributions to 
the party of his choice. Officials of each 
party were on hand. The results of this 
four-day campaign are really quite 
fascinating. Of 15,000 employees, there 
were more than 2,000 who registered 
in four days. About 11,000 employees 
made contributions to their parties. 
The average contribution came to 
about $2.60, and the money was almost 
equally divided between the two par- 
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ties. This entire program was con- 
ducted by the employees on their own 
time: that is, an hour before they be- 
gan work, an hour afterwards, and 
during their lunch period. 

Racan: You've been of course famil- 
iar with this experiment, Mr. Reid— 
what is your opinion of it? 

Rew: I think it is a very interesting 
idea. To me it is a demonstration of 
something more than pious statements 
of interest. It’s a matter of getting 
down to cases and doing something 
about it. We at Ford haven’t happened 
to have followed the same plan, but I 
couldn’t agree more with the idea that 
you accomplish very little until you get 
something started. 

Racan: Has Ford been doing any- 
thing along similar lines? 

Rew: We have developed a program 
that is an attempt to get beyond the 
generalizations and become specific. 
Beginning, we thought a statement of 
policy from the head of the company 
was necessary. In it two points were 
emphatically declared: First, that par- 
ticipation in politics and governmen- 
tal affairs is desirable and will be 
looked upon with favor by the em- 
ployer; second, that since the two po- 
litical parties are the bulwark of our 
strength, each person should express 
his convictions in the party of his 
choice by direct service and contribu- 
tions. We believe that the corporation 
should express itself on public issues 
and make its position known. Beyond 
that, it has no business in politics, as a 
corporation. Its role, however, should 
be to encourage employees as individ- 
ual citizens to develop interest in the 
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party of their choice. And we sug- 
gested a number of specifics on how 
that might be done. 

Racan: And what are those spe- 
cifics? 

Rew: First was our declaration of 
policy. Second, we consider that some 
training is entirely in order and quite 
necessary because most people in busi- 
ness are neophytes in politics. We are 
therefore developing training courses 
and encouraging discussions with em- 
ployees so that they would gain a fa- 
miliarity with the way politics works. 
Finally, on an experimental basis, we 
tried to recruit workers for both par- 
ties. 

Racan: How did you go about do- 
ing that? 

Rew: Simply by sending a letter 
with an enclosed card to middle-man- 
agement employees. We asked them— 
if they were interested in doing work 
for one of the parties—to check off 
their party preference and to indicate 
the county and ward in which they 
lived. These cards were returned to 
our office. We separated them accord- 
ing to the party designations and sent 
them to the state chairman of each 
party in Michigan. In our letter of 
transmittal we wrote, “These are peo- 
ple who have indicated a willingness 
to work. Will you now see that they 
are assigned some duty?” 

Mitcuett: And what was the reac- 
tion? 

Rew: Immediately we received en- 
thusiastic letters from the state chair- 
men of both parties. They welcomed 
the idea of more people being made 
available to them. But the mechanism 
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broke down at the party level, because, 
as you point out, Mr. Mitchell, nobody 
seemed to know what to do with these 
people. 

Racan: What was their attitude 
when they were not approached by the 
parties? 

Rew: We found that many people 
who had indicated a willingness to 
work became frustrated and some- 
what irritated when nobody sought 
them out and put them to work. So 
the next time we tried this idea, we 
did it on a more selective basis and 
then attempted some follow-up to see 
that they were placed. In some in- 
stances, we went to the club idea that 
Mr. Mitchell has advocated. We tried 
to organize clubs in certain suburbs as 
a means of at least getting like-minded 
people together for discussion groups. 
These experiences have convinced us 
that we are on the right track. 

MitcHett: Until now we've been 
stressing partisan political activity, and 
that’s all to the good. But I don’t think 
we should overlook the role of bi- 
partisan action to accomplish commu- 
nity objectives. This also provides a 
means for business men to get into po- 
litical activity. For example, here in 
Illinois, a bi-partisan committee has 
been formed to fight for the Secret 
Primary Ballot. Interestingly, the per- 
son who is heading it, as chairman, is 
a young man from one of the large oil 
companies. This gives him and all the 
others like him a chance to work with 
the state legislature, to engage in pub- 
lic education, and to use all the means 
of getting a bill passed. It’s wonderful 
political education. 


Racan: On this matter of education, 
what programs of political education 
are followed in your company, Mr. 
Reid? 

Rep: We're developing a systematic 
approach to more public affairs con- 
tent as well as information on how to 
register and other practical details of 
political activity in our company pub- 
lications that go to all employees. We 
also include such information in the 
bulletins that go to management per- 
sonnel. 

Racan: In this communication ma- 
terial is there a special emphasis on 
matters dealing with your relationship 
to labor? 

Reip: By no means. That’s a rela- 
tively minor proportion of the total. 
We do, however, because of limitations 
of space and time, try not to spread 
ourselves too thin. We try to stay away 
from the broad issues that have no 
real application to our employees or 
our company. What we try to do is to 
encourage our people to face up to 
these matters, to arrive at a position, 
and then to declare it. Many businesses 
just a few years ago were reluctant 
even to let themselves be heard on 
these matters. Generally speaking, we 
find that the public seems to respect us 
for speaking our minds. 

Mircuett: I think you're right. I 
think you ought to do it. I believe 
strongly, from what I have seen of peo- 
ple who have organized political clubs, 
especially in these lower to medium 
income groups, that there is a real 
thirst for information. There is a de- 
sire to learn about issues. I don’t think 
they take the package, the slogans, 
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quite as readily as people may have in 
some earlier time. I think Mr. Reid is 
right when he says that there is a re- 
spect for a corporation that puts out its 
reasons for taking a particular posi- 
tion on a public matter. And I certain- 
ly think their employees, no matter 
where they are, are rather glad to get 
it. 

Wortny: Mr. Reid, these courses 
that you’re preparing—to what level of 
the organizations are the, directed? 

Rew: I think we'll crawl before we 
walk. Our inclination is to think of 
these matters first as a management 
training operation, because we have 
successful training courses now at that 
level. Of course, for us that involves so 
many thousands of people that I think 
we'd want to conduct some pilot op- 
erations and then move on from 
them. 

Worthy: I think this is the general 
pattern where these training programs 
have been used. They’ve been directed 
chiefly toward management people. 
We don’t have a program as yet. We’re 
in the process of thinking this thing 
through pretty carefully, just as many 
businesses are doing. But in our think- 
ing it’s looming up more and more im- 
portantly that whatever we do we will 
probably want to do for the entire or- 
ganization, from top to bottom. I 
think it is important, for concept and 
ultimate effectiveness, to bring the 
rank and file into any such program 
as this. 

MircueLt: Yes, I don’t think you'll 
ever make a mistake by directing your 
efforts toward all people within the 
organization. They all are in a very 
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good position to make a contribution 
of service. They are sophisticated and 
knowledgable in a way that was not 
possible a generation ago. Everyone 
has more education, more leisure, ac- 
cess to more communication of all 
kinds. All this has helped to create a 
hunger for political information. Busi- 
ness would do well to help satisfy it. 
But it must, as I have said before, pro- 
vide them with simple how-to-do-it 
information. 

Racan: How does this program of 
political education fit into your com- 
munity relations activities, Mr. Reid? 

Rew: We have encouraged our com- 
munity relations committees—there 
are 50 of them in plant cities through- 
out the country—to take a “commu- 
nity climate” inventory. Members of 
these committees are trying to answer 
such questions as, “What are the com- 
munity’s strengths?” “What are its 
weaknesses?” Then they ask, “What 
are our strengths, our weaknesses?” 
We are now reviewing the observa- 
tions that have been made and will 
make recommendations to act upon 
them. Second, we have instituted a 
program whereby employees from 
these plants served by the community 
relations committee will be nominated 
by fellow employees for awards for 
their participation in community life. 
We hope this will help to stimulate 
employee participation in governmen- 
tal affairs and political activity. Third, 
we are setting up speakers bureaus in 
each community. We furnish them 
with material on public issues and en- 
courage them to accept speaking en- 
gagements in their communities. 
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MircHeLv: I like your emphasis on 
the community. It adds to the “posi- 
tive” note that business is increasingly 
talking about political matters. In the 
past, it seems to me that quite often 
public utterances by business men were 
largely negative. They reflected an in- 
tense desire for a return to the “good 
old days.” Often this attitude carried 
with it the impression that those who 
worked in politics and government 
were a bit substandard. Mr. Reid’s ap- 
proach, I think, comes to grips with 
very real problems and does some- 
thing about them. 

Racan: One final question. Again, 
I'd like to direct it to Mr. Reid. In 
business, who should be responsible for 
developing these programs we have 
been talking about? 

Rew: I firmly believe that this is a 
matter for specialists. Many business 
men tend to rely for legislative and 
governmental activity on organiza- 
tions to which they belong—the trade 
groups, the business associations, etc. 
While I have no criticism of their ef- 
forts, it is my contention that they sim- 
ply are not able to do the job aan 
of its size and scope. 

Worthy: Yes, that’s particularly true 
because trade association policies tend 
to be primarily negative for the very 
good reason that an association must 


have a consensus in order to act. It is 
much easier to get consensus in the 
face of threats than in the face of op- 
portunities. So that if business is going 
to play any kind of active political role, 
it can’t rely on the associations. 

Rew: No, that is why I repeat that it 
is the specialist who is needed. The 
job requires organization to make sure 
it is done at all, that it is done right, 
and that it is done on a continuing 
basis. Therefore, I advocate that cor- 
porations, depending on their size and 
need, set up specific organizational 
structures in the field of governmental 
and civic affairs. In the larger organ- 
izations, as in our case, it might be a 
rather sizable staff of specialists. In 
smaller organizations it might be a 
full-time executive whose assignment 
is the entire field of governmental and 
civic affairs. In small companies where 
even the time of one man might not be 
justified, I think the part-time activity 
of a person should be designated. I 
freely predict that we'll see the emer- 
gence of an entire new line of careers 
in this field. I have no hesitancy in say- 
ing that just as we saw the emergence 
of the industrial relations specialist 
and the public relations specialist, we 
will see in corporations the emergence 
of the civic and governmental affairs 
specialist. 








Three years have elapsed since the University of 
Minnesota's Industrial Relations Center published 
sts last survey of personnel department budgets. 
The redesign of this year’s study bas brought out 
some significant patterns that tended to be ob- 
scured in earlier surveys. 
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Since 1956, when the University of 
Minnesota published its last survey of 
industrial relations budgets,’ both in- 
terest and practice in what has been 
described as “functional” or activity 
budgeting appear to have grown rap- 
idly. The 1959 survey, which covered 
almost the same sample of firms as in 
1956, has produced almost twice as 
many useful, detailed returns. 

This increased participation may 
also be due in part to other changes, 
especially the fact that up to and in- 
cluding 1956, the study had been con- 
ducted on an annual basis. The fact 
that data for the preceding year were 
always available may have reduced the 
individual company’s incentive to par- 
ticipate. Another reason for the 
marked increase in returns this year 
*D. Yoder and R. J. Nelson, “How Much Should 


an Employee Relations Program Cost?” Per- 
SONNEL (Vol. 33), November, 1956, pp. 214-226. 
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may be the fact that the classification 
of functions has been revised and 
streamlined. Instead of 14 categories of 
industrial relations functions, we now 
have only eight. This change may have 
made it easier for the respondents to 
report what they are doing. Also, the 
activities included in each category or 
function were spelled out in detail, so 
that respondents could provide the re- 
quired information with more ease 
and assurance. 

The sample provided by this, the 
sixth study of employee relations 
budgets, is both larger and more care- 
fully identified and classified than 
those of earlier years. The first study, 
in 1951, analyzed returns from 155 
companies and agencies. By 1956, this 
number had grown to 269. This year, 
416 questionnaires were returned, of 
which 371 were fully completed, while 
the remaining 45 gave the totals of 
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staff members and dollar expenditures 
but did not include detailed break- 
downs. 

Because it is larger, this year’s sam- 
ple permits more meaningful industry 
group figures. The numbers of com- 
panies in all major industry groups are 
large enough to justify individual in- 
dustry-group measures. Thus, as may 
be seen from Table 1, although the 274 
manufacturing companies dominate 
the sample (66 per cent), there are 33 
reports from public utilities other than 
transportation, 32 from public agen- 
cies, and 25 from banking, finance, 
and insurance. 

This year’s sample also provides 
much better geographic coverage than 
was possible in the earlier studies. The 
largest number of returns (126, or 30 
per cent) are from the East North 
Central states (Illinois, Indiana, Michi- 
gan, Ohio, and Wisconsin). The next 
largest groups, each with 82 respond- 
ents, are the Middle Atlantic region 
(New Jersey, New York, and Pennsyl- 
vania), and the West North Central 


region—lIowa, Kansas, Minnesota, 
Missouri, Nebraska, North Dakota, 
and South Dakota. The remaining re- 
ports come from other sections of the 
United States and Canada. 

Of the 371 detailed and usable ques- 
tionnaires, 114, or 31 per cent, represent 
single-plant companies. Ninety-three 
are multi-plant companies reporting 
for all departments, 77 are multi-plant 
companies reporting for the corporate 
personnel department only, and the 
rest represent regional divisions and 
single plants in multi-plant organiza- 
tions. 

Here it may be pointed out that this 
year’s sample is of a somewhat differ- 
ent composition than the samples of 
earlier years. Not only does it include 
difrerent proportions of industry 
groups, as is indicated in Table 1. It 
also includes larger proportions of cor- 
porate or central offices and of divi- 
sions in multi-plant companies. As will 
be noted in the course of this report, 
these differences are significant, for 
both the numbers of employee rela- 





TABLE 1 


Breakdown of Sample, by Industry Groups 
1956 and 1959 


INDUSTRY GROUP 


Number 


Manufacturing 

Trade 

Banking, finance, insurance 
Transportation 

Public utilities 

Government 

All others 


Total 


1956 


RESPONDENTS 
1959 


Per cent Number Per cent 
67 274 

19 

25 

20 

33 

32 

13 


416 
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tions staff members and the amounts 
provided for employee relations pro- 
grams show distinctive patterns in 
these subdivisions of the sample. 


Changes in the Structure of the 
Survey 


Companies that have established 
functional budgets in accordance with 
the 14 categories used in the 1956 and 
earlier studies should not encounter 
any serious difficulty in using the data 
reported here. Comparisons between 
the present returns and the earlier data 
based on the 14 categories can easily be 
made. The eight major functions into 
which employee relations activities 
have now been grouped represent the 
following rearrangement of the 14 
categories used previously: 

1. Departmental Administration. 
Now combines the activities previously 
broken down under the categories of 
Administration; Planning; Records 
and Reports; and Audit and Review. 

2. Staffing. Now covers the two 
former categories, Staffing, and Pro- 
motion and Transfer. 

3. Development. This function now 
combines Training and Personnel 
Rating. 

4. Labor Relations. Covers the same 
activities as were included in the La- 
bor Relations category previously used. 

5. Wage and Salary Administration. 
Covers the same activities as were in- 
cluded in the previous category, Wage 
and Salary Administration. 

6. Benefits and Services. Now covers 
the two former categories, Benefits 
and Services and Health and Safety. 

7. Research. Covers the same activi- 
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ties as were previously included in the 
category, Research. 

8. Miscellaneous. Covers overhead 
and miscellaneous activities. 

This year’s data should have more 
precise meaning than before, for the 
questionnaire used in the 1959 study 
outlined the content of each category 
in some detail, thus leaving less discre- 
tion to each respondent. The classifica- 
tion described in the questionnaire 
was pretested on a number of com- 
panies during 1958. It benefited, also, 
from discussion by members of an 
American Management Association 
seminar on employee relations budget- 
ing last winter. For the benefit of the 
many companies that use these surveys 
as a gauge of their own employee rela- 
tions costs and ratios, we have listed 
the specific activities included in each 
major function in an appendix to this 


report. 


Organizational Differences 


It should be recognized that a major 
limitation on the usefulness of over-all, 
composite figures of personnel ratios 
and budgeted expenses is the fact that 
not all organizations engage in all in- 
dustrial relations functions to the same 
extent. Where, for example, the em- 
ployees are not unionized, compara- 
tively little attention will be given to 
labor relations. Again, some companies 
do not engage in employee develop- 
ment or training programs. Others do 
little or no research. These important 
differences are summarized in Figure 
1, which shows the percentage of re- 
spondents reporting activities in each 
functional category. 
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PERCENTAGE OF ALL REPORTING FIRMS 


FUNCTION 


50 75 100 





. Administration 
. Staffing 
. Development 


4. Labor relations 


5. Wage and salary 
administration 


. Benefits & services 
. Research 


. Miscellaneous 


' 
-< 








FIGURE 1 





Our experience in working with 
these data on staff size and budgets 
has pointed up the sharp differences 
that can exist also among the different 
types of organizational structure. For 
some plants in multi-plant companies, 
the entire responsibility may fall on 
local staff members, so that they are 
directly comparable with a single plant. 
In other multi-plant organizations, a 
central or regional office or the cor- 
porate staff provides some services to 
local units. The corporate staff, for ex- 
ample, may carry on negotiations or 
recruitment campaigns or maintain a 
company-wide job-evaluation _ pro- 
gram. 

In identifying these different types 
of organization, this year’s study 
brings out the fact that both numbers 


of staff members and costs are affected 
by organizational structure. In the 
central or corporate office, for exam- 
ple, the personnel ratios are generally 
about half as high as those in single- 
plant companies, leading to the con- 
clusion that the corporate offices pro- 
vide much more limited services. The 
same conclusion is suggested by com- 
paring the costs reported by the vari- 
ous types of units surveyed. Dollar per 
capita costs of corporate offices are 
about half those of single-plant com- 
panies. 

From these comparisons, made pos- 
sible for the first time by this year’s 
more diverse and carefully classified 
sample, it is clear that the over-all per- 
sonnel ratios and per capita costs ob- 
scure some highly important differ- 
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ences. For the single-plant company, 
the average for all firms is a much less 
reliable yardstick than is the average 
for single-plant companies alone. Cor- 
porate office expenditures and ratios 
should likewise be compared with the 
corporate office average rather than 
with the average for the sample as a 
whole. 

One major lesson brought out by the 
1959 study is the great value of a larger 
and more carefully classified sample. 
The usefulness of the measures de- 
rived from calculating program costs 
and ratios is greatly enhanced by rec- 
ognizing the consistent differences 
among industries and types of report- 
ing organizations. As has been said, 
the median ratios and costs of single- 
plant firms are almost meaningless 
yardsticks for corporate offices. They 
are hardly more helpful for individual 
units in multi-plant firms. 

In general, it appears that the com- 
posite costs of total employee relations 
programs have not changed much 
since 1956. (Data from reporting firms 
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have been reduced to a “per employee” 
basis.) Perhaps as a result of the 1958 
recession, the composite figures for 
1959 have leveled off and do not show 
the persistent, year-to-year advances 
noted in the years from 1951 to 1956. 
The sum of the average (mean) per 
capita or per employee costs of the 
eight major functions which compose 
the employee relations program rose to 
$77.65 in 1959 from $76.88 in 1956. The 
sums of the median figures are similar- 
ly close—$50.50 for 1959 and $51.41 for 
1956. 

The general stability of costs is fur- 
ther emphasized when we compare 
expenditures for the individual func- 
tions. As may be seen from Table 2, 
some functional costs show sharp re- 
ductions, notably administration, de- 
velopment, and employee benefits and 
services. On the other hand, there are 
marked increases in staffing, labor re- 
lations, wage and salary administra- 
tion, research, and miscellaneous ac- 
tivities. In actual dollar costs, adminis- 
tration and benefits and services show 





TABLE 2 


Median Per Capita Costs, by Function 
1956 and 1959 


FUNCTION 


. Administration 

Staffing 

. Development 

Labor relations 

Wage and salary administration 
Benefits and services 

. Research 

. Miscellaneous 

Total of median costs 


PNAMRON= 


MEDIAN PER CAPITA COSTS 


Per cent 

1956 1959 Change 
$12.88 $ 9.23 —28 
7.42 8.91 +20 
4.62 4.18 -9 
4.64 5.63 +21 
2.78 4.42 +58 
15.46 12.88 —12 
1.01 1.88 +88 
2.60 3.37 +26 


$51.41 $50.50 ag 
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TABLE 3 


Median Per Capita Functional Costs 
By Type of Reporting Unit 
1959 


FUNCTION 


All 
Firms 


Single 
Plant 
N=371 N=114 
$9.23 
8.91 
4.18 
5.63 


$10.42 
10.12 
4.96 
5.78 


Administration 
Staffing 
Development 

. Labor relations 

. Wage and salary 
administration 

. Benefits and services 
. Research 1.88 
. Miscellaneous 3.37 
Total functional costs 50.50 
Median of all costs 52.97 


4.42 
12.88 


5.36 
11.25 
2.53 
5.04 
55.46 
60.19 


MEDIAN PER CAPITA COSTS 


All IR Depts. 
within company 


Multi- 
plant unit 


Corporate 
Office 
N=46 =77 N=93 
$9.98 
8.42 
5.45 
6.38 


$9.35 
9.34 
3.85 
8.09 


$5.50 
5.31 
3.21 
3.39 


4.20 
12.57 
1.78 
2.83 
51.61 
48.05 


3.11 
7.09 
1.27 
1.62 
30.50 
31.89 


3.42 
19.91 
1.67 
4.65 
60.28 
64.82 





the greatest reductions, staffing and 
wage and salary administration the 
greatest increases. Percentage-wise, ad- 
ministration shows the sharpest cut- 
back and research the greatest expan- 
sion. 

Type of organization. Perhaps the 
most important point to be made with 
respect to costs is that they show dis- 
tinct differences among single-plant 
companies, corporate offices, and sin- 
gle plants in multi-plant companies. 
From the comparisons summarized in 
Table 3, it is apparent that (1) cor- 
porate departments have the lowest 
costs and departments in single-plant 
companies and single units in multi- 
plant companies the highest; and (2) 
units in multi-plant companies can 
and do effect some savings from their 
association with other units in the or- 
ganization. 

The pattern of these savings is by no 


means certain. Neither is it clear from 
these reports that the combination of 
local subdivision expenses with those 
of corporate offices amounts to less or 
more than the common level of indi- 
vidual plants. Because the individual 
returns cannot be related to each other, 
we cannot combine the costs of local 
units and corporate offices. The indi- 
vidual unit in the multi-plant organ- 
ization has lower costs for administra- 
tion, staffing, employee development, 
wage and salary administration, re- 
search, and miscellaneous activities 
than does the single-plant organiza- 
tion. Costs are somewhat higher for 
labor relations and benefits and serv- 
ices. 

Type of industry. As noted in earlier 
studies, there are significant industry 
differences in both the total amounts 
expended and in the patterns of func- 
tion costs. 
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As will be apparent from Table 4, 
the banking, finance, and insurance 
group spends the most on these activi- 
ties. Median per capita costs place the 
public utilities second, followed by 
manufacturing, trade, transportation, 
and government in that order. The 
1956 study found a somewhat similar 
pattern with non-manufacturing in- 
dustries high, manufacturing in the 
middle, and government low. Each of 
these studies has noted the very low 
expenditures of public agencies. 

Company size. As a general rule, per 
capita costs appear to decline as the 
size of the organization grows, but 
that pattern is by no means clear. Thus, 
as may be seen from Table 5, while the 
median costs of these activities was 
$58.06 per employee among the re- 
spondents having under 500 employ- 
ees, they were only $29.06 for those 
with more than 30,000. But the re- 
spondents in the 500-999 employee 
range spent $61.48, while the expendi- 
tures for those in the 2,000-2,499 and 
the 2,500-2,999 ranges were $67.50 
and $67.61 respectively. 


JULY-AUGUST, 1959 


Analysis of these costs by size of 
firm and function shows a clear pat- 
tern of reduced costs for administra- 
tion as numbers of employees increase. 
The smallest concerns average $1957 
per employee for administration; the 
largest, $2.21. In the staffing and train- 
ing functions, these “economies of 
size” are not at all clear, however, the 
per capita costs remaining about the 
same regardless of company size. In 
all other functions, the larger organ- 
izations tend to spend less per em- 
ployee. 

The median personnel ratio—the 
number of professional, technical, and 
salaried clerical employee relations 
staff members per hundred employees 
—is 0.67, which is lower than that re- 
ported in other recent years. In 1956, it 
was 0.76. The much broader study of 
industrial relations ratios and salaries 
reported in 1958 disclosed a median 
ratio of 0.742 

Though this year’s figure may in- 
*D. Yoder and R. J. Nelson, “Industrial Rela- 
tions Salaries and Staffing Ratios—1958,” Per- 


— (Vol. 35), July/August, 1958, pp. 
15-22. 





TABLE 4 


Average (Mean and Median) Per Capita Costs 
By Major Industry Groups 
1959 


INDUSTRY GROUP 


Manufacturing 
Trade 
Banking, finance, insurance 
Transportation 
Public utilities 
Government 
All 


NO. OF PER CAPITA COSTS 
COMPANIES Mean Median 
255 $67.08 $53.01 

17 50.13 45.88 

24 97.61 77.01 

20 64.09 35.71 

29 60.26 53.33 

31 43.92 31.36 

416 65.82 52.97 
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TABLE 5 


Median Costs and Personnel Ratios, by Company Size 
1959 


NO. OF NO. OF 
EMPLOYEES COMPANIES 


1-499 72 
500-999 
1,000-1,499 
1,500-1,999 
2,000-2,499 
2,500-2,999 
3,000-3,999 
4,000-4,999 
5,000-6,999 
7,000-9,999 
10,000-19,999 
20,000-29,999 
30,000 and over 
All 416 


MEDIAN PER CAPITA 
COSTS 


MEDIAN OVER-ALL 
PERSONNEL RATIO 


0.80 
0.75 


$58.06 
61.48 
58.62 
47.47 
67.50 
67.61 
51.85 
47.56 
35.46 
37.71 
34.79 
27.80 
29.06 


52.97 0.67 





dicate that there was some actual re- 
duction of staff during the 1958 reces- 
sion, it may, on the other hand, be a 
consequence of the nature of the sam- 
ple. It seems reasonable to assume that 
careful budgeting for employee rela- 
tions is most common in medium- 
sized and large companies and in pub- 
lic agencies. These types of organiza- 
tions are more heavily represented in 
this study than in the 1958 analysis of 
ratios and salaries. 

Multi-plant operations. Table 6 
shows how the various types of organ- 
izations differ in their over-all and in 
their various functional ratios. (A 
functional ratio is the amount of staff 
manpower allocated to the function in 
question.) These functional ratios are 
unquestionably the most useful yard- 
sticks for staffing provided by the 
study. They avoid the gross character- 
istics of over-all or composite figures, 
which obscure differences in the scope 
or extent of individual employee rela- 


tions programs. Any company can 
compare its staff provisions with these 
averages by combining the ratios for 
the types of functional services pro- 
vided. 

Small and large units. These re- 
turns provide additional evidence on 
the relationship between over-all per- 
sonnel ratios and company size. As has 
been said, the median for the total sam- 
ple is 0.67. For the 72 smallest organ- 
izations, it is 0.80 and for the eight 
largest, 0.33. From Table 5, which in- 
cludes a breakdown of personnel ra- 
tios by company size, we clearly see 
also the general trend toward a reduc- 
tion in the ratios as the organization 
grows. (The notable exception to this 
rule represented by the 2,000-to-2,499 
employee group is presumably the re- 
sult of a limited sample.) 

Industry differences. Just as the dif- 
ferent industry groups vary in the 
amounts they spend on their person- 
nel programs, they show distinct dif- 
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TABLE 6 


Median Functional Personnel Ratios 
By Type of Organization 
1959 


FUNCTION FUNCTIONAL RATIOS 


Single Multi- Corporate All IR Depts. 
Plant plant unit Office within company 
. Administration : 0.11 0.13 0.04 0.08 
Staffing 0.13 0.12 0.07 0.10 
. Development I 0.05 0.06 0.03 0.06 
. Labor relations ! 0.07 0.09 0.03 0.06 
Wage and salary 
administration . 0.07 0.06 0.04 0.06 
. Benefits and 
services 0.20 0.31 0.09 0.18 
. Research 0.03 0.02 0.01 0.02 
. Miscellaneous 0.07 0.07 0.02 0.04 


Total of 
functional 
ratios 
Median over- 
all ratios 








TABLE 7 


Median Functional Ratios, by Industry Group 
1959 


FUNCTION INDUSTRY GROUP 


Transpor- Govern- _ Miscel- 
All Mfg. Trade Finance’ tation Utilities ment laneous 


N=371 N=242 N=17 N=23 N=19 N=29 N=29 N=12 


. Administration 0.09 0.09 0.05 0.24 0.08 0.07 0.12 
. Staffing 0.11 0.10 0.07 0.23 0.08 0.09 0.17 
. Development 0.04 0.04 0.04 0.09 0.04 0.06 0.04 
. Labor relations 0.06 0.06 0.02 0.03 0.05 0.06 0.02 
. Wage and salary 

administration 0.06 0.06 0.04 0.17 0.02 0.06 0.08 
. Benefits and 

services 0.19 0.21 0.11 0.25 0.08 0.23 
. Research 0.02 0.02 0.01 0.06 0.02 0.04 0.01 
. Miscellaneous 0.05 0.04 0.02 0.15 0.07 0.04 


Total of 
functional 
ratios 
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ferences also in the manpower they 
provide for employee relations. The 
highest total ratios are in the finance 
group, which, it will be recalled, is 
also highest in expenditures. No oth- 
er group has ratios much more than 
half as hi~h. 

Trade has the lowest ratios, but 
those for transportation are almost as 
low. It is interesting to note that gov- 
ernment, with much lower total costs, 
has an over-all ratio that is almost 
equal to the average. Functional ratios 
in government are high for adminis- 
tration, staffing, wage and salary ad- 
ministration, and the miscellaneous 
category. How these functional ratios 
compare among the seven industry 
groups is shown in Table 7. The most 
impressive deviations from what may 
be regarded as the usual pattern have 
been set in bold-face type. 

Earlier analyses of employee rela- 
tions budgets disclosed frequent re- 
sponsibility for large amounts over 


which the staff division had little, if 
any, control. These amounts were usu- 
ally concentrated in the area of em- 
ployee benefits and services and in- 
cluded funds for insurance premiums, 
social affairs, and other similar pur- 
poses. 

In some companies, these transfer 
funds remain an impressive part of the 
employee relations budget. However, 
the median per capita amount reported 
this year is only $25.49, as compared 
with $109.08 in 1956; but the range is 
very broad—from 10 cents to $1,519.92 
per employee. The largest amounts are 
held in trust for benefits and services 
(median, $14.51). No significant pat- 
tern is evident in terms of company 
size, number of plants, or number of 
employees. From the drop in the aver- 
age amounts of these funds held, it 
would appear, however, that the staff 
divisions responding to this survey are 
making a strong effort to be relieved of 
this particular responsibility. 


APPENDIX 
Classification of Industrial Relations Activities 


Fourowie are the activities included under each of the eight industrial rela- 
tions functions covered by the 1959 survey. This is the classification that was 
used in the questionnaire sent to all participants. Companies wishing to compare 


their costs and ratios with the averages reported in this paper should use the 
same classification as a guide. 


1. Administration of the Industrial ‘Relations Department 


Formulation of IR policy 

Program planning 

Organization planning 

Selection of IR staff members (pro- 
motions, transfers, etc.) 

Work assignments to IR staff 

Supervision of IR staff 


Employee records 

Records on various phases of IR 
program 

Reports of activities 

Review and evaluation of programs 
and practices 

Budgeting for IR functions 
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2. Recruitment, Employment, Placement 


Forecast of personnel requirements 
Manning tables 
Personnel inventories 
Labor market studies: sources of 
employees 
Recruitment 
(a) college 
(b) other 
(c) advertising for 
Testing program 
Interviewing 
Reference and experience checking 


3. Training (Education 


Orientation and induction 


On-the-job training: vestibule, 
shop, office, sales 

TWI programs 

Apprenticeship and other craft 
training 


Out-of-hours vocational courses 

Tuition refunds—total for your 
unit 

Scholarship programs—unit total 

Supervisory training 

Management development 

Graduate training for professional 


Pre-employment physical examina- 
tions 
Placement: referring selected ap- 
plicants to job openings 
Coordination of adjustments in the 
workforce: 
(a) promotions, transfers, demo- 
tions 
(b) layoffs, recalls 
(c) voluntary quits, discharges 
Exit interviews 


and Development) 
and scientific personnel—total 
for your unit 

Educational and vocational coun- 
seling 

Conferences and short courses: in- 
side company 

Conferences and short courses: out- 
side company 

Job rotation program 

Co-ops and trainees—arrangements 
between schools and plants 

Appraisals of employee perform- 
ance and potential 


4. Labor Relations 


Collection of information prepara- 
tory to contract negotiations 

Preparation of company briefs 

Contract negotiations 

Contract interpretation and day-by- 
day administration 

Grievance handling 

Preparation and presentation of 


cases for arbitration, conciliation, 
NLRB, government agencies 
Dealing with union stewards 
Check-off 
Union-management committees 
(a) apprenticeship 
(b) health and welfare 
(c) shop 


5. Wage and Salary Administration 


Job analysis and description 

Job evaluation and grading 

Establishment of wage rates and 
rate structures 

Rate review and adjustment 


Wage and salary surveys 
Wage incentive plans 
Profit sharing plans 
Stock purchase plans 
Bonuses 
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6. Benefits and Services Administration, including Health and Safety 


Life insurance 

Medical and hospital care insurance 

Pension and retirement plans 

Unemployment compensation; sup- 
plementary unemployment bene- 
fits 

Severance pay 

Disability pay 

Workmen’s compensation 

Rehabilitation 

Sick leave 

Leaves of absence: policy and ad- 
ministration 

Vacations: policy and administra- 
tion 

Recreation programs, social events 

Food services 

Magazines, newspapers 

Informational booklets: _hand- 
books, policy manuals, annual 
reports 


Bulletin boards 

Music 

Thrift and savings programs 

Credit union 

Counseling 

Awards for long service 

Periodic physical examinations 

First aid and dispensary service 

Preventive medicine and health 
education 

Occupational hygiene 

Safety inspections 

Control of hazards 

Safety training and safety promo- 
tion campaigns 

Safety equipment: machine guards, 
personal protective equipment 

Suggestion systems 

Community activities: blood banks, 
Junior Chamber of Commerce, 
etc. 


7. Research 


Plan and conduct controlled ex- 

periments on: 

measurement devices: tests, 
weighted application forms, 
rating scales, interest question- 
naires, etc. 

interviewing, counseling 

supervision, leadership 

supervisory and employee atti- 
tudes 

job satisfaction 

training: needs 

training: techniques 

training: subject matter 

motivation 


employee-management commu- 
nications 
turnover, absenteeism 
methods of wage payment 
techniques of recruitment 
employee benefit plans 
accidents 
personnel specifications for selec- 
tion and placement records: 
design, control 
Participation in studies conducted 
by outside research groups 
Library of pertinent IR materials 
Keep up to date on research and 
development in the field 


8. Miscellaneous 
Activities of the IR department which cannot be classified under any of the 


above functions. 








The skilled craftsman is rapidly becoming a van- 
ishing breed—but a look at the reasons for this 
disturbing trend points the way to some positive 
steps management can take to reverse it. 


The Crisis in 


Apprentice Training 


LOUIS RUTHENBURG 


Tere stems to be a smug assumption 
going the rounds that automation, 
electronic data processing, and other 
manifestations of technological prog- 
ress are eliminating the need for the 
skilled craftsman. Nothing, of course, 
could be further from the truth. The 
skilled worker has always been the 
pivot on which every industrial opera- 
tion turns, and advancing technology, 
far from reducing the need for his 
services, actually increases it. 

It is true that mechanization makes 
it possible for semiskilled workers to 
produce on an enormous scale—but 
their contribution is merely the end 
product of a process that begins with 
the men who design and make the 
tools and originate the models and pat- 
terns. The semiskilled workers who 
apply the patterns and operate the tools 
and machinery could not function at 
all without the highly developed skills 
of the craftsmen who provide them 
with the wherewithal to produce. 
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Every type of industrial activity, 
whether it be a clothing factory or an 
automobile plant, a steel mill or job 
shop, is dependent upon this “transfer 
of skill.” Without the skilled few, the 
process would grind to a halt, and the 
entire structure of modern industry 
would collapse. 

Yet, today, this group—upon whom, 
in a large measure, the whole of our 
industrial future depends—is shrink- 
ing at an alarming rate. Its older mem- 
bers are dying off and not nearly 
enough young men are being trained 
to replace them. If American industry 
does not take steps to reverse this trend, 
its impact upon our entire social, 
political, and economic structure will 
be little short of disastrous. 

As far back as November 5, 1951, the 
Bureau of Apprenticeship of the U. S. 
Department of Labor pointed out the 
seriousness of the problem: 


We estimate that, if all craftsmen in the 
skilled trades were trained through ap- 





prenticeship (as in our opinion they 
should be), there should be approximately 
one million apprentices in training at all 
times to replace the approximately eight 
million skilled workers currently em- 
ployed. 


This estimate is based on the assump- 
tions, among others, that 3 per cent of 
the skilled labor force die or retire each 
year and that approximately 25 per cent 
of the apprentices in training cancel dur- 
ing an average four-year term. As con- 
trasted with the one million apprentices 
who should be in training, we estimate 
that there are currently employed some 
250,000 apprentices in the United States, 
whether or not in registered programs. ... 
Some years later, the Bureau re- 

affirmed the urgency of the situation: 
At the end of June, 1953, there were 
161,820 registered apprentices in the 
United States. Data are not available con- 
cerning the number of unregistered ap- 
prentices. It is estimated that the total 
number of apprentices in the United 
States is between 250,000 and 300,000, 
considerably fewer than would seem to 
be required to maintain a skilled labor 
force of over eight million. 


And as recently as last March, the 
Bureau’s Division of Research report- 
ed that there had been no appreciable 
change in the number of registered 
apprentices, in recent years, “despite 
the increasing need for workers 
trained in new and higher skills.” 

I remember discussing this same 
problem some 13 years ago with a 
newspaper publisher who subsequently 
made a study of the skilled workmen 
in his printing plant. To his consterna- 
tion, he found that the average age of 
his journeymen was 57—and there- 
upon decided to do something about 
the situation. After conferences with 
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the union, it was agreed that more ap- 
prentices could and should be trained. 
At that time, thousands of young men 
were being discharged from the armed 
services, and the publisher took on a 
number of these veterans as appren- 
tices. None of them, however, stayed 
in apprenticeship more than a few 
weeks. They all found it easier to earn 
satisfactory wages in work which re- 
quired little or no training. 


Why the Problem Exists 


Why does this disheartening situa- 
tion exist, and what has contributed to 
its development? At one time, as we 
know, unions restricted the employ- 
ment of apprentices because the work- 
ers thought they would be assured of 
higher wages if fewer skilled crafts- 
men were available. But, though many 
unions still have rules limiting the 
number of apprentices, this issue is not 
a basic one just now. In many trades, 
there are actually fewer apprentices in 
training than union rules permit. 

The main difficulty in recruiting ap- 
prentices can be traced to the recent 
changes which have taken place in 
wage structures and employment con- 
ditions—changes which have greatly 
reduced the incentives for learning a 
skilled trade. Many years ago, appren- 
tices received no wages at all—in fact, 
their parents paid for the boys to be 
taught their trades. Under this system, 
many youngsters served long appren- 
ticeships at very low wages. Obviously, 
there must have been some strong in- 
ducements to make these young men 
willing to work all that time for little 
or no pay. What were they? 
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Forty years ago, a young man pre- 
paring himself to master a skilled trade 
could look forward to (1) greater earn- 
ing capacity, (2) more continuous em- 
ployment, and (3) higher social sta- 
tus. In those days, a machinist was 
paid more than twice as much as an 
unskilled worker. Because his servic-s 
were in demand, he was retained by 
the company when unskilled workers 
were dismissed. He was respected and 
admired by his neighbors and friends 
as an accomplished person. His stand- 
ard of living was much higher than 
that of an unskilled worker. It was 
this promise of a secure and prosperous 
future that induced so many ambitious 
youngsters to devote from three to six 
years to learning their trades. In many 
cases, they worked a six-day, 60-hour 
week, for as little as three dollars. 


Diminished Incentives 


With the growth of the industrial 
unions and the high wages they have 
obtained for their membership, assem- 
blers, machine operators, and the like, 
whose techniques can be learned in a 
few days, now earn almost as much as 
skilled workers. Frequently, in fact, 
their wages are even higher because 
of overtime pay. Fear of unemploy- 
ment and a penurious old age has been 
to a considerable extent dispelled by 
unemployment insurance and Social 
Security. Thus, the incentives for ap- 
prenticeship training have greatly 
diminished—the skilled worker no 
longer enjoys a higher wage level, 
steadier employment, or superior so- 
cial status. A young man may reasona- 
bly wonder, therefore, if he isn’t a 
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sucker to spend years at low wages 
learning his trade. 

It is true that, as time marches on, 
the scarcity of skilled craftsmen may 
once again cause their wages to become 
much higher than those of unskilled 
workers. And the next recession may, 
to some degree, restore to the skilled 
worker the promise of steadier employ- 
ment, notwithstanding unemployment 
insurance. But even counting on the 
traditional incentives being partially 
revived, we cannot expect this situation 
to redress itself overnight. We face a 
long period ahead during which the 
supply of skilled craftsmen will be in- 
creasingly inadequate. Once incentives 
have been restored and apprentices 
again start learning their trades, sev- 
eral years must elapse before journey- 
men craftsmen are graduated. In the 
meantime, increasingly acute problems 
will develop as the old-timers retire or 
die off—a situation that in many areas 
may reach disastrous proportions. 
Action must be taken now to restore 
incentives for skilled workmen. There 
seems to be no other way of preventing 
this valuable group from dwindling to 
a dangerously low ebb. 

It has been suggested, as one solu- 
tion to the problem, that we encourage 
the immigration of skilled craftsmen 
from Europe, where the old incentives 
for learning a skilled trade are thought 
to be still operating. But recent reports 
indicate that there has been a falling- 
off in apprentice training there, and 
that there is now a shortage of skilled 
craftsmen in Europe just as there is 
in this country—and for many of the 
same reasons. American management 





has no alternative but to tackle the 
problem on its own home ground— 
and soon. 


Some Successful Programs 


Many of our larger corporations 
have, in fact, already recognized and 
appreciated the gravity of the situation. 
Some of them have been conducting 
comprehensive apprentice-training pro- 
grams for many years—programs that 
have provided them with adequate re- 
placement, growth, and technological 
progress within their own organiza- 
tions. 

Ford Motor Company, for example, 
has a well-seasoned program which 
has been in operation since 1915. The 
company makes a careful analysis of 
the number of apprentices required to 
replace losses caused by retirements, 
deaths, and promotions and then sets 
out on its recruiting program. Al- 
though an agreement with the union 
establishes a ratio of one apprentice 
for five journeymen, local arrange- 
ments for temporary variations in this 
ratio can, under specified conditions, 
be negotiated. Since 1927, over 9,000 
journeymen have been graduated in 
26 trades. Over 1,000 apprentices are 
currently engaged in active training in 
41 Ford plants located in six states, 
and no trouble has been encountered 
in recruiting enough well-qualified 
candidates either in Detroit or in out- 
lying communities. 

As of September 1, 1958, hourly rates 
for apprentices began at $2.14 and are 
progressively increased at six-month 
intervals to not less than the journey- 
man’s rate at graduation. Cost-of-living 
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adjustments are added to the base rate 
and, in addition, a training incentive of 
approximately $200 is paid at the end 
of each six-month period. These stand- 
ards and their applications for the 
Ford apprentice-training program are 
administered by a joint apprenticeship 
committee on which both union and 
company are represented, the chairman 
being a company man, with four com- 
pany and five union representatives 
serving on the committee. 

“Every company employing skilled 
tradesmen has an obligation to provide 
for perpetuation of the skilled trades 
through a well-organized apprentice- 
ship program,” says Archie A. Pearson, 
manager of the Ford Training Depart- 
ment. 

The United States Steel Corporation 
has a similarly comprehensive and suc- 
cessful apprentice program in which 
training for 22 trades is provided. The 
thinking behind this program has been 
well summed up by the company’s per- 
sonnel vice president, Edward C. 
Myers: 

We believe, on the basis of our experience, 
that a well-planned apprentice-training 
program, encouragement of the em- 
ployees in the organization toward self- 
development, and cooperation with voca- 
tional guidance programs in the local 
schools wili result in attracting sufficient 
candidates to meet the apprentice re- 
quirements of industry. 


We recognize, of course, the shortage of 
craftsmen in business generally and, ac- 
cordingly, hope that other firms and in- 
dustries will take steps within their re- 
spective organizations to help alleviate 
the situation. 


These policies and practices are typi- 
cal of those which are in operation in 
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many large corporations. In fact, a re- 
cent study* by Professors Harold F. 
Clark of Columbia University and 
Harold S. Sloan of New York Univer- 
sity discloses that 85 per cent of the 
nation's largest corporations conduct 
educational programs with periodic 
group meetings at which they assign 
required work and give examinations 
to judge achievement. Demonstrating 
as it does that, with full appreciation 
of the problem and careful planning 
and execution, there need be no dearth 
of apprentices, this is an encouraging 
finding. Nevertheless, the fact remains 
that we now have in training, national- 
ly, less than one-third as many appren- 
tices as the Department of Labor be- 
lieves to be adequate. This appalling 
deficit is directly traceable to the con- 
ditions clearly described by Dr. John S. 
McCauley,” Chief of the Division of 
Research of the Bureau of Apprentice- 
ship and Training, U. S. Department 
of Labor: 
In sharp contrast to the large corporation, 
the small establishment often lacks the 
necessary resources to conduct planned 
training without outside help. Since 98 
per cent of the business establishments in 
this country are small firms employing 
fewer than 100 workers, this is an im- 
portant factor in the national training 
picture. To organize effective training, 
small firms frequently require the as- 
sistance of government apprenticeship 
agencies, vocational schools, and commu- 
nity organizations. 


A promising development for the small 
firm is the growth of community-wide 
training programs in which two or more 


* Classrooms in the Factory, Institute of Research, 
Fairleigh Dickinson University, 1958. 

* The Journal of the American Society of Train- 
ing Directors, November, 1958. 
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establishments participate jointly. Such 
programs enable a group of employers, 
usually in cooperation with a labor union, 
to accomplish together what many would 
be unable to do individually. 


About 6,000 community-wide apprentice- 
ship committees have been established 
throughout the country. Each of these 
committees sponsors an apprenticeship 
program in a single trade or group of 
related trades in which an average of 
approximately 25 employers participate. 
As a rule, apprenticeship committees have 
six members, three representing manage- 
ment and three organized labor. The 
committee plans apprenticeship programs, 
selects apprentices, and determines when 
each apprentice has completed his term 
of training satisfactorily. Some commit- 
tees also have organized special training 
programs to keep journeymen abreast of 
technological changes. 


There seems to be no reason why 
the organization that cannot under- 
take a training program on its own 
should not take advantage of these 
facilities. The fact that this is not being 
done on a large enough scale is a clear 
indication that management, by and 
large, is not sufficiently aware of the 
urgency of the problem. 


Some General Precepts 


What can the individual company 
do to help alleviate the situation? 

First, management must recognize 
and fully comprehend the disastrous 
implications of the steadily dwindling 
supply of skilled labor. 

Second, it must revise its notions 
about apprentice pay. It is unrealistic, 
to say the least, to expect young men 
today to work for next to nothing 
when well-paying unskilled jobs are 
readily available. 





Third, management must reject any 
prejudices it may have about collabo- 
rating with unions on this problem. In 
many respects, labor organizations are 
tackling it more energetically than 
management in general. Not without 
truth do they point to the fact that too 
many managements are content simply 
to lure away skilled workers from 
other companies with well-developed 
training programs. Obviously, this type 
of thinking merely aggravates the 
problem. Management and _ labor 
must work it out together. 

Fourth, the company should obtain 
competent advice and factual informa- 
tion on the subject. Both are readily 
available from the Labor Department’s 
Bureau of Apprenticeship and Train- 
ing, as well as from companies that 
have been training apprentices suc- 
cessfully for many years. 

Finally, management must organize, 
set in motion, and continuously sup- 
port either company or community 
facilities designed to insure a steady 
supply of skilled craftsmen. 

Unless such steps as these are taken, 
the results will be very costly indeed. 
As skilled workers become scarcer, the 
competition for their services will in- 
crease turnover and raise wage rates 
extravagantly. Although this situation 
may, in turn, help to restore the in- 
centive for learning a skilled trade, it 
is bound to result in a substantial rise 
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in apprentice wage rates also. More- 
over, if the remedies suggested above 
are not applied quickly, the shortage 
of skilled workmen may become so 
acute as to bring about disastrous at- 
tempts to rush into hastily conceived 
short cuts which can only compound 
the confusion. There is no getting 
away from the fact that it takes years 
to train apprentices adequately. If 
management does not act now, the 
inevitable time lag between the start of 
any large-scale training effort and the 
graduation of journeymen is likely to 
prove an extremely critical period in 
the nation’s economy. 

A final point to consider in combat- 
ing the skilled labor shortage is the 
position of apprentice-training pro- 
grams in the company’s priority sched- 
ule. Whether consciously or not, every 
management operates under such a 
schedule, giving preferred attention to 
those activities which seem to it to be 
relatively most important. The rapidly 
changing business picture of the past 
two decades has caused the problem 
of apprentice training to be relegated 
to the bottom of the pile in many com- 
panies. In some it has disappeared al- 
together. If we are to be assured of an 
adequate supply of skilled workers in 
the years ahead, apprentice training 
must be restored to its rightful place— 
high up on the list of every company’s 
unfinished business. 








How can a company prevent the “going rate” 
from throwing its internal wage and salary struc- 
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es used by leading companies to combat this 
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Iw recent YEARS, supply-and-demand 
forces within the labor market have 
exerted such pressures on company 
pay structures that many organiza- 
tions have found it increasingly diffi- 
cult to maintain consistent internal 
wage and salary rates. While in some 
companies the impact may be limited 
to a few jobs, or even only one, in oth- 
er companies whole groups of jobs 
may be affected.’ What steps should 
management take to redress this situa- 
tion? 

To find out what approaches are 
most commonly employed to prevent 
market pressure from disrupting the 
wage and salary program, the author 
recently surveyed some 150 leading 
companies of varying sizes throughout 


*The term job will be used throughout this 
study to designate all types of work performance, 
including trades and operating, office, technical, 
and professional. 


34 


the country. About two-thirds of the 
respondents were manufacturing com- 
panies covering a wide range of indus- 
tries. Banks, utilities, transportation 
companies, insurance firms, and retail 
chains made up the balance of the 
sample. This article will briefly report 
the findings and discuss the various 
approaches to the problem uncovered 
by the survey. 

The study took the form of a writ- 
ten questionnaire in which the re- 
spondents were asked to _ indicate 
which of eight standard approaches 
they were using or would consider us- 
ing to maintain the consistency of their 
internal pay structures in the face of 
higher “going” rates outside. A ninth 
category, “other approaches,” was also 
included, to insure that no significant 
approach had been overlooked. Follow- 
ing is a breakdown of the replies: 
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Approach No. of 

Companies 
Using* 

1. Ignore market conditions 

and concentrate on maintain- 

ing internal consistency. Em- 

phasize advantages other than 

money rates. 

2. Bring new workers in at 

market price regardless of its 

relationship to company rates. 

3. Bring new workers in at 

market price unless it falls out 

of the established range for the 

job class. 

4. Deliberately evaluate the job 

higher than its objective worth. 

5. Eliminate the job by con- 

tracting out or distributing the 

work internally. 

6. Use outside agency help at 

required rate. (Agency workers 

perform their duties on com- 

pany premises.) 

7. Add work to job content, 

thereby increasing its worth to 

the company. 19 

8. Raise the level of all wages 

in the company. 18 

9. Other approaches 23 


Most of the “other” approaches indi- 
cated in category 9 proved to be varia- 
tions of the preceding eight. Thus, it 
appears that the choices originally spe- 
cified represent the standard ap- 
proaches now being used, choice 3 be- 
ing the one most favored. 


The Problem 


But before evaluating the merits of 
each approach, let us first take a closer 
look at the problem itself. The fact that 
market rates are significantly higher 


*The total number of this column does not 
correspond to the total number of participants 
because some correspondents made several 
choices. 


than certain internal rates is of particu- 
lar importance when the company’s in- 
ternal rate structure has been estab- 
lished by job evaluation or other sys- 
tematic means. The whole point of job 
evaluation is that it provides a more 
accurate means of determining the rel- 
ative value of jot within the organ- 
ization because it uses objective stand- 
ards, such as complexity of duties, 
instead of relying solely upon com- 
petitive market rates. In other words, a 
job is assumed to have a certain in- 
trinsic value regardless of the market 
rate and the availability of candidates 
for the position. 

Consequently, although the final 
wage or salary structure does tend to 
reflect market rates as well, when the 
relationship of jobs within the struc- 
ture is determined by job evaluation 
serious attempts are usually made to 
maintain this relationship, even when 
market rates would seem to dictate a 
change. Logically speaking, this is 
sound practice for, since the relation- 
ship among jobs is established by eval- 
uating the objective worth of each job 
to the others, the changing of outside 
factors should not, ideally, cause any 
shift in this relationship. In other 
words, as long as the internal factors, 
particularly the content of the job, 
have not changed, the relative worth 
of each job to the company should be 
the same. 

The problem of maintaining con- 
sistency may occur either at the time 
when a new wage and salary structure 
is being established or some years after 
a program has been introduced. In the 
former case, management must deter- 
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mine what to do about those jobs 
which rate relatively low in job evalu- 
ation but command a relatively high 
market rate. In the latter, it must recon- 
cile internal relationships which, while 
they may have sufficiently approximat- 
ed the relationships among similar 
jobs on the market in the past, no long- 
er do so. (Currently, in fact, many 
wage and salary administrators are 
finding that the market rates on cer- 
tain jobs are significantly above com- 
pany rates.) 

Although both the above conditions 
fall within the scope of this study, 
most of the emphasis in this paper will 
be on maintaining an established pro- 
gram. Here, at the outset, it should 
be noted that one of the major reasons 
for introducing job evaluation is to 
bring uniformity and consistency into 
the wage and salary structure. Employ- 
ees are usually informed that their jobs 
will be evaluated, classified, and com- 
pensated for on the basis of the rela- 
tive worth of each job. Therefore, once 
the relationship has been established 
and announced, the employees expect 
it to remain the same even though the 
over-all level of the pay structure may 
change significantly. Keeping these 
facts in mind, we are now ready to as- 
sess the value of the various approaches 


listed above. 


Ignoring Market Conditions 


Ignoring market conditions and 
concentrating on maintaining internal 
consistency through emphasizing ad- 
vantages other than money rates was 
placed first on the list of possible 
choices because it would seem to be 
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the most logical first step in answering 
short-run market changes (provided 
that the original wage and salary struc- 
ture properly reflected the level of area 
rates). Thus, many companies concen- 
trate on selling such intangible advan- 
tages as steadiness of employment, op- 
portunity for development and ad- 
vancement, superior facilities, and 
company prestige. 

Also, while attempting to hold the 
line on rates, most companies are in- 
clined to enlarge and intensify their 
recruiting efforts. This serves to pub- 
licize the need for scarce skills, with 
the result that more students are in- 
duced to enter the fields in question. 
At the same time, there is usually an 
expansion of training facilities for both 
new and established employees. All 
these factors, of course, tend to lessen 
long-run pressures. 

The merit of this approach lies in 
the fact that, if it is successful, the over- 
all rate structure can have stability and 
consistency over long periods. Then, 
too, when a company has advantages 
superior to its competitors, the total 
package presented to the prospective 
employee can be quite attractive. 

The real test, however, would seem 
to occur when most factors other than 
pay or salary rates are relatively equal 
(i.e., when the main determinant is the 
compensation differential) and the 
need for hiring new employees or re- 
taining present ones is acute. Under 
these conditions, the company that ig- 
nores market rates may well find itself 
losing highly qualified employees to 
competitors, as well as being forced to 
hire less qualified ones. This brings us 
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to the second and third approaches on 
the questionnaire. (These two cate- 
gories will be considered together be- 
cause of their obvious relationship.) 


Using Market Price as a Guide 

When a company relies on market 
rates to maintain an internal wage or 
salary structure, either of two basic 
conditions may exist: (1) The original 
plan on which the over-all structure 
was set up may have used area rates as 
the basis for determining the relative 
values of jobs, with the base structure 
changing as significant changes occur 
in the market, or (2) the original 
structure may have been established by 
the use of job evaluation or some other 
systematic plan where area rates, al- 
though used, were incidental to the es- 
tablishment of the over-all program. It 
is the second condition, of course, that 
primarily concerns us here. 

As the responses showed, a high 
proportion of the participants in this 
study subscribe to the policy of bring- 
ing in workers at above the established 
rate, either by bringing them in at the 
market rate regardless of its relation- 
ship to internal rates (choice 2) or us- 
ing the market rate as long as it does 
not fall out of the established range for 
the job class * (choice 3). 

As regards the first alternative, in 
general it may be pointed out that 
whenever a company finds the mar- 
ket rate above the maximum of the set 
range for a job, several possibilities 
should first be examined—the range 
may be unrealistically narrow, the 


*A job class may include several distinct jobs, 
each of which may be held by one or more 
workers. 


market rate may have been misinter- 
preted, or the job may have been im- 
properly evaluated. In other words, 
something other than supply and de- 
mand usually accounts for a serious 
discrepancy in market and internal 
rates. A more common situation, how- 
ever, is the one where the market rate 
is above the starting rate but below the 
maximum of the range. In such in- 
stances, the midpoint of the range is 
frequently used as the top starting 
rate. 

In any case, when a company begins 
using a rate above its established one, 
either for bringing in new employees 
or for retaining its present ones, it 
faces some serious decisions. For one 
thing, management must decide if the 
new rate should be assigned on an in- 
dividual basis or if it should be passed 
on to all incumbents performing the 
same level of work. (In this connec- 
tion, it must be remembered that the 
new rate is being given to accommodate 
market pressure—not to reward the 
superior qualifications or performance 
of the recipient.) If the rate is handled 
individually, and given to new em- 
ployees only, two relationships are 
broken: (1) The relationship between 
the pay of the new employee and that 
of other employees on the same job 
falls out of line, and (2) the relation- 
ship between his pay and that of other 
jobholders within the company falls 
out of line also. Thus, job incumbents 
within the class might well resent hav- 
ing the new employee, who may have 
no outstanding qualifications, receive 
the premium rate; and those in higher 
classes might equally well resent hav- 
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ing a lower-rated job receive a pay rate 
disproportionately close to their own. 
On the other hand, if management de- 
cides to pass the higher rate on to its 
present employees, it faces the addi- 
tional choice of either limiting the in- 
crease to incumbents holding the same 
job or extending it to all jobs within 
the class. 

All these approaches are in current 
use, but the most popular one when a 
job is specialized and held by one per- 
son is to make the rate individual. Sim- 
ilarly, when there are several incum- 
bents on the same job, they are usually 
given the same rate as the new em- 
ployee. However, when there are sev- 
eral distinct jobs within one class or 
grade and only one job within the 
grade is affected by market pressure, 
companies do not automatically pass 
on the increase to the remaining jobs. 

This bringing in of employees at a 
level higher than the minimum rate 
presents the added problem of decid- 
ing what range, if any, the new em- 
ployee should have. Should the present 
class maximum be his maximum—or 
should a higher top rate be given? If a 
higher maximum is set, should the 
range be absolutely the same as for the 
class? That is, if the class range is $100 
monthly, should the new range also 
be $100, with the higher starting rate 
being considered the new minimum? 
If a new range is not established and 
the new employee is brought in at or 
close to the midpoint, are we solving 
the problem or only postponing it? 

As might be expected, companies 
follow two distinct policies here. One 
group attempts to maintain the spread 
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even between classifications, “. . . in 
order to stay competitive and also to 
compensate for the increased hiring 
rates,” while others feel that there may 
be no need for increasing the range. 
As one respondent explained: 


. we pay what is necessary to obtain 
the necessary personnel ... we try to 
select personnel for these particular jobs 
who, after a period of time, have de- 
veloped skills and talents whereby they 
may be promoted to jobs paying a higher 
monetary rate, which naturally leaves 
the basic job value intact. 


A similar view was expressed by a 
large retail chain: 


Recently, to meet market conditions for 
typists and stenographers coming directly 
out of high school, an adjustment was 
made in their starting rate. However, the 
maximum wage of their group was not 
changed. Although this made it seem 
likely, theoretically, that they would reach 
the maximum wage rather quickly, the 
turnover rate is such that they are soon 
promoted out of this wage group. 


A rule of thumb here might be that 
where movement through the range 
and promotion from the classification 
are relatively fast, there is less need for 
adjusting the maximum when the hir- 
ing rate has been set above the estab- 
lished minimum rate. 


Establishing Separate Wage and 
Salary Structures 


Growing out of the application of 
the second and third approaches is the 
situation where a significant number 
of jobs gets out of line. When these 
tend to be restricted to a certain group 
or family of jobs, some companies 
separate them for compensation pur- 
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poses. Thus, for years now, trades and 
operating, office, and executive jobs 
have had separate rate structures be- 
cause various factors—market pres- 
sures among them—influencing one 
group were not considered pertinent 
to the others. Nowadays, technical 
positions requiring engineering skills 
are also frequently given a separate sal- 
ary structure, the basic reason often 
being the market pressure on rates. A 
Chicago manufacturer, for instance, 
follows this policy: 


When this happens to only one or two 
jobs, we usually ask the salary committee 
to permit a special rate in line with the 
labor market; and the matter is handled 
as an exception to the rule. However, 
when this happens to a whole family of 
jobs, as in the case with engineers and 
craftsmen, we think it is better to set up 
a separate pay structure based on either 
local or national pay data, depending on 
the level of the jobs. 


Where there are several jobs scat- 
tered throughout the over-all wage or 
salary structure, this arrangement may 


have considerable practical merit. 
Since the relationship between jobs 
within this new group can be main- 
tained by job evaluation, with only the 
level of the structure changing, inter- 
nal consistency can be maintained 
within the group. The jobs remaining 
within the original structure can also 
maintain their proper internal relation- 
ship with each other because the pres- 
sure jobs have been taken out as indi- 
cated. Each structure will then be 
maintained as a separate unit. The con- 
siderable flexibility afforded by setting 
up such a separate class was pointed 
out by an Ohio manufacturer: 


Our engineering classifications are evalu- 
ated in the same manner as all other 
classifications, and the same point values 
are applied to determine the proper labor 
grade. They are not, however, slotted 
into a common salary structure with the 
other classifications. Recognizing the 
situation as abnormal, we have found 
that, by establishing a separate salary 
structure for engineering classifications, 
the necessity of inflating the evaluated 
levels is eliminated and the relationship 
of other classifications to each other does 
not become distorted. If this special en- 
gineering salary structure is kept current 
by an annual review and the incorpora- 
tion of any revisions felt necessary, a 
company’s position in attracting qualified 
engineers is not critical. If and when the 
engineering picture changes, these changes 
will be reflected gradually on an annual 
basis in the engineering salary structure. 
Ultimately, it may level off at a point 
conforming with the regular salary struc- 
ture of the company. At such a time, an 
engineering salary structure, as such, can 
be eliminated and only the one over-all 
structure would be retained. 


There is, however, a basic disad- 
vantage inherent in this approach, es- 
pecially where the original structure 
has had long usage. When it becomes 
obvious that the previous relationship 
among various groups of jobs has been 
changed, employees are likely to ques- 
tion the rationale of the entire job- 
evaluation program. Their dissatisfac- 
tion may, in fact, reach the point 
where they are encouraged to seek re- 
dress through collective action. 

Thus, in contemplating the creation 
of a separate salary structure, manage- 
ment must be influenced by many fac- 
tors, the more important considera- 
tions being the relative size of the new 
group, the level of the new structure in 
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relation to all existing structures, the 
number and composition of separate 
groups with individual structures, and 
the over-all morale of the workforce. 
Generally speaking, it would seem 
that those companies which have had 
a compensation system geared to a 
relatively large number of separate 
structures have shifted their problem 
from one of maintaining internal con- 
sistency to that of maintaining con- 
sistency among groups of jobs. As one 
New York manufacturer expressed it: 

We adjust the rates involved in order to 
remain competitive (upper quartile) but 
maintain consistency within family group- 
ings. Under our “ranking” system of 
slotting jobs, all jobs are slotted into 
established salary grades by family group- 
ings, i.¢., manufacturing, engineering, ac- 
counting and finance, sales, etc. While we 
attempt to maintain consistency across 
these family groups, i.e., between manu- 
facturing and engineering, we adjust 
rates as required within family groupings 
to assure our remaining competitive. 
While questions always arise when a 
special adjustment is put through for one 
family and not another, we have been 
able to live with it and satisfy employees 
on the basis that we set our rates primari- 
ly on the basis of the going market with- 
in families of jobs. 

Should the scarcity of personnel ex- 
pand beyond the fields where it is cur- 
rently being felt, it is possible that this 
approach will prove most logical. Al- 
ready there is some evidence of in- 
creased pressure to further fractional- 
ize the over-all wage and salary struc- 
ture and the trend to even more in- 
dividual structures may well continue. 

Anyone who has sat on a rating 
committee is familiar with the pressure 
often exerted to rate a job higher than 
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its objective worth—the fourth ap- 
proach on our questionnaire. The ad- 
vocates of the higher rating seldom at- 
tempt to justify the increase in terms of 
the actual worth of the job. Rather, 
they may argue that a higher rate is 
needed to attract and retain highly 
qualified personnel or because the job 
historically belongs with other higher- 
rated jobs. This plea may be made at 
the time the formal evaluation pro- 
gram is being introduced or years 
later. 


Deliberately Inflating Job Value 


While it is true that a wage or salary 
structure must accommodate itself to 
the peculiar needs and desires of the 
enterprise, there is some question as to 
whether this rather artificial approach 
is of any lasting benefit. With the in- 
creasing democratization of the work 
relationship and the better understand- 
ing of company policy on the part of 
employees in general, they are becom- 
ing more capable of challenging the 
soundness of a wage or salary struc- 
ture. A veritable flood of inequity 
claims might well result from the prac- 
tice of arbitrarily rating jobs higher 
than is justified. Moreover, once the 
precedent has been set for assigning 
artificial values to jobs, the door is 
open for every energetic, vociferous 
executive to present his personal plea 
for similar consideration. If it is not 
held in check, this particular remedy 
may prove worse than the disease. 

Our fifth approach—to discontinue 
certain operations or functions when 
outside firms can give comparable serv- 
ice at a lower cost—has long been an 








MUST MARKET PRESSURE WRECK THE COMPANY'S SALARY STRUCTURE? 4] 


established practice. More recently, 
however, there has been a tendency for 
companies to discontinue individual 
jobs or entire groups of jobs when 
evaluated rates are too far out of line 
with market rates. The problem be- 
comes acute when the company is not 
able to attract or retain qualified per- 
sonnel except at the market rate which, 
if adopted, will throw the relationship 
between the job rate and the evaluated 
rate out of balance and distort the over- 
all wage structure. In such a situation, 
some companies prefer to discontinue 
the jobs (or hire less competent em- 
ployees) rather than pay the market 
rate, even though farming the work 
out may actually be more expensive. 
(Such cases, however, are probably 
very rare.) 


Discontinuing the Job 


But before carrying out such a pro- 
gram, the impact of discontinuing cer- 
tain operations must be carefully con- 
sidered. What are the factors to be tak- 
en into account here? Among them 
may be mentioned, the ratio of discon- 
tinued jobs to total jobs; the ratio of 
discontinued employees to total em- 
ployees; the relative importance of the 
discontinued operations; the availabil- 
ity and quality of the service and the 
cost of purchasing it; the status of em- 
ployee, union, and community rela- 
tions; the age and length of service of 
the employees who will be affected by 
the decision; and alternative job op- 
portunities with the company and 
community. All these factors have a 
bearing on the repercussions that are 
likely to follow such a change. 


These repercussions may, in fact, be 
so serious that it would seem unlikely 
that the preservation of the wage struc- 
ture is a sufficiently important goal in 
itself to warrant such a decision. More 
than likely, other factors, such as the 
availability of personnel, operational 
costs, and the age of the facilities in 
question may combine with wage and 
salary considerations to justify the 
change. 

Closely akin to discontinuing cer- 
tain jobs or groups of jobs is the prac- 
tice of bringing agency help into the 
enterprise (choice 6). Frequently, this 
is done to supplement the existing 
workforce, with the permanent em- 
ployees and the agency help perform- 
ing their duties in the same work en- 
vironment. As a rule, agency workers 
tend to be used when a company finds 
it difficult to maintain a competent 
workforce at an internal pay rate that 
is consistent with other similarly rated 
jobs. 


Using Outside Agency Help 

One of the difficulties of this ap- 
proach is that, as a rule, agency work- 
ers, at least for the first few weeks, are 
not very flexible and, therefore, must 
often be restricted to routine jobs. On 
the other hand, when they are brought 
in for longer periods, there is the risk 
of the permanent employees becoming 
dissatisfied when they see outsiders be- 
ing paid more (or have reason to be- 
lieve that they are being paid more). 
In passing, however, it may be added 
that some companies have found that 
many agency workers are anxious to 
stay on as permanent employees, at the 
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lower company rate, when the agency 
contract expires. 

Thus, the use of agency help appears 
to be particularly advantageous when 
the availability of qualified workers is 
limited, the market rate is significantly 
above company evaluated rates, the ra- 
tio of agency help to permanent com- 
pany employees is small, and the un- 
fulfilled need is expected to be rela- 
tively short lived. Of course, other fac- 
tors must also be considered, such as 
the availability and qualifications of 
the agency help, the relative cost of se- 
curing it, the number of positions to be 
filled, the confidential nature and rela- 
tive importance of the assignments, 
and their place in the organization— 
particularly in regard to the normal 
channels of promotion. 

Again, it is difficult to isolate those 
factors which are most significant in 
determining the adoption of such a 
policy. Often the unavailability of 
qualified workers at any price or the 
short-run need for additional help may 
clinch the matter. But these considera- 
tions are outside the scope of this dis- 
cussion and since the survey shows 
that relatively few companies use agen- 
cy help to maintain internal consist- 
ency in their wage and salary struc- 
ture, except as a last resort—and even 
then they usually have other reasons 
also for following such a policy—this 
approach need not detain us further. 

A considerable number of compan- 
ies employ the seventh approach listed 
in our questionnaire—adding new 
duties to the jobs and thus increasing 
their worth to the company. On the 
surface, this would appear to be a fair- 
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ly simple and effective way to maintain 
internal consistency—if enough new 
duties of a higher level are added, the 
job can be assigned a rate that is high 
enough to attract personnel and is, at 
the same time, consistent with the ob- 
jective worth of the job as determined 
by job evaluation. 


Enlarging the Job 


However, if this approach is to be 
successful, management must be alert 
to several serious difficulties. Initially, 
there is the danger of putting the cart 
before the horse by determining first 
what the job pay rate is to be and then 
changing the job to meet it. Now, 
when jobs are assigned duties on the 
basis of money needs rather than or- 
ganizational effectiveness, more prob- 
lems may be created than solved. The 
additional responsibilities assigned to 
the newly rated job are usually shifted 
from an existing job within the com- 
pany, thus reducing the content of the 
latter. If the pay rate of this now lower- 
level job is not proportionately re- 
duced, the over-all wage structure is 
disrupted and, if the rate is reduced, 
the incumbents are likely to react un- 
favorably to the change. In these cir- 
cumstances, standard policy appears to 
be to keep the incumbents on at the 
old rates, but to bring in new employ- 
ees at the new ones. 

A further drawback to this ap- 
proach is that the newly assigned du- 
ties tend to be at the same level as the 
existing duties and thus add little or 
nothing to the total value of the job. 
Even if all the new duties are actually 
performed (an assumption that is open 
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to question since it must be presumed 
that the job in its original form re- 
quired a full day’s work), the true in- 
crease in job worth is still usually less 
than the newly assigned rate increase. 

I am reminded, at this point, of an 
incident that occurred a few years ago 
in a local utility. A meeting was called 
to investigate an employee’s claim that 
his job was not evaluated properly and 
that a new higher rate should be as- 
signed to it. The employee was asked 
to explain the discrepancy between his 
job description and his actual work 
duties. After reading through the de- 
scription, he agreed that it truly repre- 
sented what he was called upon to do. 
If this was so, he was asked, how 
could he justify his inequity claim? 
He replied that he had submitted the 
request for a higher rate because he 
was now performing all his prescribed 
duties, whereas at the time the descrip- 
tion was originally written up he was 
required to perform only 80 per cent of 
them! Humorous, yes. But the inci- 
dent indicates the type of difficulty that 
can arise when careful attention is not 
given to the shifting of duties between 
jobs. 

However, it should not be inferred 
from this that job enlargement cannot 
be used successfully. It is, in fact, par- 
ticularly useful when used in reverse, 
that is to say, when the lesser duties of 
the job are taken out and only the 
more important ones are retained. As 
one West Coast respondent writes: 

We have encouraged the use of semipro- 

fessional employees, such as engineering 

and research assistants, in order to use 


our professional people more completely 
on professional work. 


The same technique can be used 
with stenographers in areas where 
they are in short supply. Under this ar- 
rangement, the job becomes more val- 
uable because the entire work day is 
taken up with the performance of top- 
level duties. It should be noted, how- 
ever, that many wage and salary ad- 
ministrators will differ on the degree 
to which a job rate should be in- 
creased when, for example, the highest 
level duties within the job take up 90 
per cent of the employees’ time instead 
of, say, 50 per cent, as previously. 

The ideal condition usually occurs 
when new duties, at a higher level 
than any previous ones, are assigned to 
the job. There is then no question that 
the new job content is worth more 
than the present one and that a job- 
evaluation program would assign a 
higher objective value to the position. 
But even here, management would do 
well to consider the resultant efficiency 
of the over-all organization first and 
then the wage or salary consistency. 
The market pressure on rates may pro- 
vide the necessary incentive to man- 
agement to re-examine the present dis- 
tribution of duties and to consider re- 
aligning them within and between job 
grades to enhance the over-all effi- 
ciency of the enterprise. Certainly the 
company should hesitate to enlarge a 
job for the sole purpose of assigning it 
a higher money rate. 


Raising the Over-all Level of 
Company Rates 

The final approach specified on our 
questionnaire, and one followed by 
some companies when a serious dis- 
crepancy exists between market and 
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internal rates, is that of raising the level 
of all wages.* This is, indeed, a sure 
way of maintaining internal consist- 
ency because the over-all structure 
moves as a unit, thus preserving the in- 
ternal relationship. Theoretically car- 
rying out the philosophy of job evalua- 
tion more closely than any other ap- 
proach, this solution would seem to be 
particularly useful when the higher 
market rate directly affects a large per- 
centage of the total workforce or when 
the total workforce is relatively small, 
when the market conditions are ex- 
pected either to remain fairly steady or 
to increase, and when the company 
can afford the extra expense. 

Of course, there are limitations to 
the widespread adoption of such a pro- 
gram, one being that companies hav- 
ing large workforces may find it too 
expensive and unwieldly. Also, once 
the over-all structure of rates is in- 
creased, it may become difficult to ad- 
just the level downward should mar- 
ket conditions warrant such a move. 

Though a large number of respond- 
ents indicated that they used “other 
approaches” to solve the problem of 
maintaining internal consistency, these 
were, for the most part, variations or 
elaborations of the eight choices pro- 
vided rather than distinct or separate 
solutions. The most significant ap- 
proach listed under this category was 
that of taking large groups of jobs out 
of the original structure and setting up 
special classes and schedules for them. 
A detailed evaluation of this approach, 
“The use of an annual improvement factor or 
productivity increase, which, of course, is one 


way of raising the over-all level of wages or 
salaries, is excluded from this discussion. 
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however, has already been given in 
connection with choices 2 and 3, since 
such an advanced step is not usually 
taken until after attempts have been 
made to accommodate the affected jobs 
by placing them above the prescribed 
minimum rate. 


Implications of the Study 


While it would be impossible to set 
down a specific plan of action to cover 
the special needs of each company, sev- 
eral general observations can be made 
as a result of this study. There is, for 
one thing, clear evidence that manage- 
ment in all types of business considers 
the problem of maintaining consist- 
ency between internal and market 
rates to be acute and that various solu- 
tions are being used experimentally to 
combat it. Furthermore, it appears 
that, while some companies do have 
long-run policies in writing, designed 
to cover a variety of situations, most 
tend to face each new problem sepa- 
rately as it arises. 

When market rates first get out of 
line, most companies try alternatives 
other than base-rate adjustments, rely- 
ing on such practices as more exten- 
sive recruiting efforts, increased on- 
the-job training and upgrading of em- 
ployees, and a more logical distribu- 
tion of duties. But even when these 
solutions are not satisfactory and cer- 
tain rate adjustments have to be made, 
management makes every effort to 
maintain its over-all internal wage and 
salary structure. 

Currently, market-rate _ pressures 
seem to bear more heavily on engi- 
neering and technical jobs than on any 





MUST MARKET PRESSURE WRECK THE COMPANY’S SALARY STRUCTURE? 45 


others, although a surprisingly large 
number of companies mention that 
they are having difficulty with clerical 
help (particularly secretaries and tabu- 
lating equipment operators) and ac- 
counting personnel and in certain 
skilled trades, such as tool and die 
makers and model makers. However, 
there appears to be no significant cor- 
relation between the approach used to 
maintain consistency and the nature of 
the work. Each approach mentioned 
has been used in all job areas by one 
company or another. The most influ- 
ential factors in deciding which ap- 
proach to use are the existence of a sin- 
gle job rate rather than a class or grade 
rate, the existence of a single class rate 
rather than a range of rates, the nature 
of the union contract, and the severity 
of the discrepancy between market 
rates and internal rates. 

In general, the findings of this study 
suggest that, regardless of the intensity 
of labor market pressure on the inter- 
nal consistency of a company’s wage 
and salary structure, management 
would do well to adhere to the follow- 
ing steps: 


® Conduct periodic examinations of jobs 
and their placement within the organiza- 
tion to help insure the fullest and most 
efficient use of manpower skills. 


> Forecast manpower needs and market 
conditions as far in advance as possible. 
® Develop accurate job specifications for 
each job and give careful attention to 
the selection of employees so that each 
new employee is placed on the job he is 
best qualified to perform. 

® Where appropriate, provide training 
opportunities on a planned basis for quali- 
fied personnel. 

> Establish a sound wage and salary 
structure so that each job is paid on the 
basis of its true contribution to the com- 
pany. Consider market rates as they in- 
fluence the over-all structure. 

Provide benefits that are appropriate to 
the company and in line with those pre- 
vailing in the community. 

® Provide an adequate range of pay for 
each class or grade, where appropriate, to 
allow for proper recognition of variations 
in individual performance on the job. 
> Establish a procedure and schedule for 
evaluating individual performance. 

® Establish a policy of promotion from 
within and develop a program for seek- 
ing out and encouraging qualified per- 
sonnel. 

> Provide for the periodic review of the 
over-all compensation package to keep it 
abreast of changing conditions. 


Though these general recommenda- 
tions may not in themselves suffice to 
keep market rates from pressing too 
heavily on the wage and salary struc- 
ture, they provide a sound basis for 
using any of the specific solutions to 
the problem discussed in this paper. 





No man is impelled to improve until be becomes 
aware where bis need for improvement lies. Here 
is a program developed by Esso Research to give 
its supervisors the self-knowledge essential to 
further development. 


A New Tool for 


Supervisory Self-Development 


P. W. MALONEY and J. R. HINRICHS 


Esso Research and Engineering Company 


Linden, New Jersey 


Eacu year, American industry spends 
millions of dollars on supervisory de- 
velopment training programs, most of 
which train supervisors in the basic 
principles and techniques of manage- 
ment, often by means of role playing. 
Valuable though this training is, it 
does not, in most cases, provide the 
supervisor with the personalized guid- 
ance and help necessary for his effec- 
tive development. It is a training axiom 
that all development is self-develop- 
ment—a process that, in turn, depends 
upon the trainee’s full awareness of his 
weak and strong points. If a superviso- 
ry development training program does 
not give the supervisor this self-knowl- 
edge, it will inevitably fail in its ulti- 
mate goal. 

With the aim of overcoming this 
limitation, Esso Research and Engi- 
neering Company has, for the past two 
years, been supplying its technical su- 
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pervisors with a personalized analysis, 
made not by management, but by their 
subordinates. The program, called 
“Rate Your Supervisor,” provides each 
supervisor with a personal report 
showing both how his men rate him 
and, for comparison purposes, how su- 
pervisors have been rated as a group. 
The technique is planned as an indi- 
vidual aid to growth—in other words, 
the entire program is geared to self- 
development. Thus, the individual su- 
pervisor is the only person in the com- 
pany who knows how he was rated; he 
interprets the report as he wishes and 
then changes his performance, looks 
for help, or takes any other action he 
sees fit. 

Before the actual rating begins, a 
thorough explanation of the program 
is made to all participating employees. 
(New ones are excluded.) This prep- 
aration includes giving to everyone in- 
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volved in the program a copy of the 
company-prepared booklet entitled 
“Manual for Supervisory Evaluation 
by Subordinates.” In most instances, a 
half-hour group presentation is also 
made jointly to all participants by Em- 
ployee Relations and the management 
of the participating division. 


The Rating Form 


The rating form itself, which is re- 
produced in the accompanying exhibit, 
can be summarized as follows: 

Personal Traits. On a six-point scale, 
from “fits very well” to “doesn’t fit at 
all,” the rater indicates whether his 
supervisor is “considerate,” “receptive 


to new ideas,” an “apple polisher,” and 
so forth—37 items in all. 

Results. Here, morale and produc- 
tivity in the group are rated from 


“tops” to 
items). 

Methods. On 26 items, the super- 
visor’s techniques are rated on a four- 
point scale. 

Comments. Most meaty of all are 
five open-end items asking for the su- 
pervisor’s strengths and weaknesses 
and for suggestions regarding his im- 
provement. 

Thus, the rating form is a diagnostic 
tool from which the supervisor should 
be able to see, through the eyes of his 
subordinates, the areas where he is in 
good shape and those in which he 
needs improvement. 

In addition to filling out a rating 
form for his own supervisor, each rater 
also fills one out for the man to whom 
his supervisor reports. Finally, to build 
up the sample, a form is filled out for 


“below average” (four 


any supervisor for whom the rater has 
performed a reasonable amount of 
work during the 12-month period pre- 
ceding the evaluation. 

After the rating forms are filled out, 
they are sent to Employee Relations, 
where an individual report is prepared 
for each supervisor by precoding the 
forms for IBM key punching and pro- 
ducing a machine-processed card from 
each one. The numbers from this 
machine run go into the standardized 
personal report. In addition to being 
given the percentage breakdown of 
his own ratings on each item, the su- 
pervisor also receives a percentage 
breakdown of the ratings on all super- 
visors at his level in the company as 
a whole, as well as in his own division. 
The comment part of the rating form 
is paraphrased and included with the 
machine tabulation in the personal re- 
port. 


Anonymity the Key 

Aside from its emphasis on self-de- 
velopment, the most important factor 
in the design of “Rate Your Super- 
visor” is its stress on anonymity. Be- 
fore the program was put into opera- 
tion, it was recognized that a rater 
would be most frank in his evaluations 
if he knew that no one but his own 
supervisor would see the report and 
that his own identity as a rater would 
be kept anonymous. Thus, anonymity 
is insured through the following steps: 

1. Each supervisor is assigned a 
number which the rater writes in on 
the evaluation form. Thus, neither the 
supervisor’s nor rater’s name appears 
on the form. 
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SUPERVISOR EVALUATION FORM 


(FOR USE BY SUBORDINATES) 





WHAT IS YOUR OWN LEVEL? 


SERIAL NO. OF SUPERVISOR YOU ARE RATING 
—— NON-SUPERVISORY 


HOW LONG HAVE YOU WORKED FOR HIM? ——_—. — GROUP HEAD 
DATE — SECTION HEAD 
— ASSISTANT DIRECTOR 





A. CHECK LIST ON PERSONAL TRAITS 








FITS FITS DOESN'T DOESN'T 

HOW WELL DOES EACH OP THE FOLLOWING VERY FAIRLY FIT VERY FIT 

WORDS OR PHRASES FIT THIS MAN? WELL WELL WELL AT_ALL 
1 2 3 4 5 6 





Good technical man 
Tactful 

indecisive 
Considerate 
Unselfish 

Good listener aw 
Easygoing einbati 
Scared of higher authority pina 
Apple polisher — 
Good at handling people on 
Inexperienced a 
Puts things off onde 
Regular guy ouetin 
Plays favorites canines 





























| 
PITT TIT 

















Has confidence in his men aiuass ated 
Good technical background anid omaian 








Honest =" 





Stubborn — 
Too conservative — 
Sets good example one 














“Rate Your Supervisor” Evaluation Form (Page 1) 
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A. CHECK LIST ON PERSONAL TRAITS 





FITS DOESN'T DOESN'T 
HOW WELL DOES EACH OF THE FOLLOWING FAIRLY FIT VERY FIT 


WORDS OR PHRASES FIT THIS MAN? WELL WELL AT ALL 
2 3 4 5 ° 








Immature 
Helpful 
Fair 











Receptive to new ideas 





Jumps to conclusions 

Hard worker 

Treats people like numbers 
Not forceful enough 








Doesn’t know how to delegate 
Overemphasizes petty details 
Has the respect of his men 
Technically competent 

Lacks backbone 

Aggressive 

Does most of the talking 


When you ask him a question, he gives 
you or gets you an answer 


























Wants his men to get ahead 








B. CHECK LIST ON RESULTS 





BETTER 
HOW WOULD YOU RATE THE GROUP(S) “TOPS” THAN ABOVE BELOW 
MO 


AVERAGE AVERAGE 
THIS MAN SUPERVISES: ST 
1 2 3 4 5 


AVERAGE 











On “Esprit de corps” (team spirit) 





On creativity 





On importance of project assignment 





On over-all performance 





“Rate Your Supervisor” Evaluation Form (Page 2) 
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C. CHECK LIST ON JOB METHODS 





VERY SOMEWHAT REASON- 





HOW SATISFIED ARE YOU WITH THE WAY THIS DIS- DIS- ABLY VERY 
MAN: SATISFIED SATISFIED SATISFIED SATISFIED 
1 2 3 4 





Assigns work projects and outlines what 
he wants done 





Gives you room for individual initiative 





Considers your personal wishes in mak- 
ing assignments 





Listens to your ideas and suggestions 
and uses them 





Trains and helps you do your job better 





Keeps up to date on what you are doing 





Lets you know when he has criticisms of 
your work 








Lets you know when he thinks you have 
done a good job 


Explains his criticisms and the changes 
he suggests 





Gives you the technical help and advice 
you need 





Lets you make the decisions you should 
make 





Sees that your abilities are fully used 





Lets you know what you need to do to 
get ahead 





Admits his own errors 








“Rate Your Supervisor” Evaluation Form (Page 3) 
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C. CHECK LIST ON JOB METHODS 





VERY SOMEWHAT REASON- 
HOW SATISFIED ARE YOU WITH THE WAY THIS DIS- DIS- ABLY VERY 


MAN: SATISFIED SATISFIED SATISFIED SATISFIED 
1 2 3 4 





Gantanansesmmnaneunestnnsisonteninnemmenines 


Stimulates you to do good work 








Keeps you informed on matters affecting 
you and your work 





Plans and organizes the work of his unit 





Stands up for you, when necessary, to 
higher management 





Has authority to make the decisions you 
feel he should make 





Makes you feel you are working with, 
rather than for, him 





Is willing to sit down and help you with 
technical problems 





Is able to sell his ideas to higher man- 
agement 





Is able to give you competent technical 
help 





Makes prompt decisions affecting the 
output of his group 





Keeps work from piling up on his desk 
for clearance 





Sticks with his decisions once they‘re 
made 








“Rate Your Supervisor’ Evaluation Form (Page 3 continued) 
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D. SUMMARY EVALUATION 





1. Over-all, what kind of a job would you say this man is doing? 
What do you think of the results he gets? The methods he uses? 





2. Do you like working for him? 
Why? Or, why not? 





3. In what respects is he a good supervisor? 





4. What are his main shortcomings? 








5. What do you think he can do about these shortcomings? 





“Rate Your Supervisor” Evaluation Form (Page 4) 
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2. Employee Relations tabulates and 
prepares the personal report for each 
number, not knowing whom it repre- 
sents. To protect the rater, any idiosyn- 
crasies of expression in the comments 
are washed out in the paraphrasing. 
(The impact and exact meaning are, 
of course, preserved.) For even further 
rater protection, no supervisor gets a 
report unless he has been rated by at 
least four people. 

3. The personal reports, which are 
placed in individually sealed envelopes 
with the appropriate number written 
on the outside, are sent to a secretary 
in the division who is the sole holder 
of the name-number code list. She then 
adds the proper name to the envelope, 
and the report is sent to its final des- 
tination—the rated supervisor. 


Results of the Program 


Now for the key question—has the 
program paid off? Here’s what we 
found from an opinion su: vey of both 
raters and ratees: 


25 per cent of the subordinates said 
they had seen lasting changes in their 
supervisors. 

> 88 per cent of the supervisors said 
they had tried to change after getting 
their reports. 

> 75 per cent of the supervisors wanted 
a second run. 

60 per cent of both supervisors and 
subordinates agreed that productivity had 
been favorably affected by the program. 


Apparently, then, the ratings do pro- 
vide the supervisors with some eye- 
opening insights into their perform- 
ance. Indeed, in the opinion survey, 63 
per cent of the supervisors said that 
some of their ratings were totally un- 


expected. In 88 per cent of these cases, 
at least some of the surprise ratings 
were unfavorable. Nevertheless, only 7 
per cent of the supervisors felt that 
their ratings were not valid. In fact, 
most of them took their reports quite 
seriously. Only 3 per cent had read 
them casually, whereas 43 per cent said 
they had studied them carefully on re- 
ceipt. More than half have referred to 
their reports repeatedly, and a third 
have even gone so far as to discuss 
them with their own bosses. 

The general interest taken in the 
program may be deduced from the fact 
that, though participation is completely 
voluntary, 70 per cent of the ratings 
which could have been expected have 
been turned in—over 2,000. Actually, 
though—as has been said—three-quar- 
ters of all supervisors wanted a rerun, 
among first-level supervisors the pro- 
portion ran as high as 94 per cent. Even 
among the members of higher man- 
agement (the program stopped just 
short of the VP level) two-thirds also 
asked for another round. 

In view of such evidence, RYS will 
be rerun at Esso Research. At present, 
however, it is planned to make the per- 
sonal reports even more valuable by 
adding more information. It is hoped, 
for instance, that factor analysis of the 
ratings will identify areas of super- 
visory performance as measured by 
RYS. Thus, a supervisor’s personal 
report could contain a_profile-type 
breakdown. showing him how he 
stands in areas like communications, 
technical ability, or human relations, 
providing him with an even broader 
base for self-development. 








Companies thinking of using the Incident Process 
in their management training programs may find 
some useful guidelines in this account of what the 
Mallinckrodt Chemical Works has learned about 
this technique. 


Experience with the Incident 
Process in Management Training 


STERLING H. SCHOEN and 


Washington University 
St. Louis, Missouri 


Troucr the case method has won 
wide acceptance as a management 
training technique, there is a growing 
recognition that, as a means of devel- 
oping managers who are already on 
the job, it harbors some serious flaws. 

For one thing, most published cases 
are either too short or too long. The 
short ones are usually so superficial 
that, lacking the full facts, the train- 
ees are forced to fall back on vague 
speculation, instead of coming to grips 
with real problems. The long, complex 
cases, on the other hand, require far 
more time to read and analyze than 
the busy manager can spare. 

Then again, not all managers come 
to the training session equally well 
prepared. If they have done no more 
than skim through the case assigned 
for discussion, they tend to take up 
and defend unreal positions, either 
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WENDELL L. FRENCH 


University of Washington 
Seattle, Washington 


from failure to understand the full 
ramifications of the situation or in or- 
der to hide their lack of preparation. 
Moreover, there is a tendency to treat 
the case as a story instead of as a prob- 
lem to be analyzed. Actually, most 
trainees find it difficult to analyze a 
case at all without having discussed it 
with at least two other members of the 
group beforehand. While this kind of 
advance discussion is highly recom- 
mended by the advocates of the case 
method, it is difficult to arrange in a 
group that may be drawn from differ- 
ent echelons of a complex business or- 
ganization. Yet another disadvantage 
is that the conference tends to be dom- 
inated by the experts and/or the most 
vocal participants. 

Awareness of these drawbacks led 
Dr. Paul Pigors, of Massachusetts 
Institute of Technology, to develop 
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some years ago a variation of the case 
method which he calls the Incident 
Process. This technique overcomes 
many of the disadvantages of the tra- 
ditional case method noted above. The 
time problem, for instance, is alleviat- 
ed because the trainees are presented 
with a specific situation that requires 
no advance preparation on their part. 
This also surmounts the disadvantage 
of too much theoretical analysis and 
the danger of the domination of the 
conference by a few members. Indeed, 
the Incident Process places great em- 
phasis on thinking on one’s feet and 
on action. Thus, while analysis is not 
ignored, the entire case study is ori- 
ented toward arriving at a sound solu- 
tion to a concrete situation; and, since 
everyone starts at the beginning, no 
one possesses the advantage of prior 


preparation or knowledge. 


The Incident Process 


The Incident Process is a five-step 
procedure that requires the training 
group to: 


1. Study an important incident in a 
problem. 

2. Obtain the facts necessary to arrive at 
a solution. 

3. Determine the issue to be resolved. 

4. Make a decision. 

5. Generalize from the case under con- 
sideration to its broader implications. 


As the procedure was originally 
conceived, each conference requires: 


1. A team leader who is, preferably, one 
of the members of the training group. 

2. An observer-reporter who records the 
progress of the conference for future dis- 
cussion and evaluation by the group. 

3. Ten or more participants who progress 
through the five steps listed above. 


4. A director who organizes the confer- 
ence series and prepares each team leader 
for his particular meeting. 


At the start of the conference, the 
participants receive a short, descriptive 
statement, such as the following, 
which they are asked to study (Step 
1): 

The gauge glass on an oil diffusion pump 

in Plant No. 6 broke at about 5:00 p.m. 

The maintenance foreman assigned the 

job of replacing the glass to a mainten- 

ance pipe fitter. The union filed a griev- 

ance charging violations of Article XIV, 

Section 8, of the collective agreement and 

of the working agreement dated March 

4, 1958." 

In conjunction with this statement, 
the participants are given an assign- 
ment—in this instance: 

You are the department head. The case 

has been referred to you after failure to 

settle the grievance at the first step of the 
grievance procedure. 

Having studied the incident, the 
group members then engage in the 
fact-finding process (Step 2). During 
this period, they seek the necessary in- 
formation from the team leader who, 
of course, must be well acquainted 
with the facts. When the group feels 
that it has obtained all the information 
it needs, one of the members summa- 
rizes the facts. The issue to be resolved 
by the group must then be determined 
(Step 3). Then, each member of the 
group writes his decision, indicating 
his reasons (Step 4). 

The group has now arrived at the 
fifth and final step in the Incident 


* This incident is taken from “The Plastic Gauge 
Glass Incident,” a case prepared for the Uranium 
Division, Mallinckrodt Chemical Works, St. 
Charles, Mo. 
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Process. During this phase of the con- 
ference, the participants discuss such 
matters as: 

How might this situation have been 

avoided? 

What policy, or policies, seem warranted 

in view of this situation? 

Do we have similar problems in our com- 

pany? 

Since its introduction, the Incident 
Process has aroused considerable inter- 
est among trainers, but there have 
been few reports to show whether it 
really works in practice. Do managers 
like it—and do they actually learn 
from it? In an attempt to answer these 
questions, this article will describe one 
company’s experience with this tech- 
nique. 


The Mallinckrodt Experience 
The Mallinckrodt Chemical Works 


of St. Louis, Mo,, has been experiment- 
ing with the Incident Process for about 
three years, and its participants have 
included managers from every educa- 


tional level from eighth grade to Ph.D. 


The organizational levels covered 
have ranged from foreman to director 
of operations and involved both line 
and staff people. What is more, some 
groups have included all these educa- 
tional and organizational ranges. 

To date, experience with the Inci- 
dent Process at Mallinckrodt has been 
highly successful. Some, at least, of this 
success can be attributed to a precise 
spelling out of the objectives to be at- 
tained from the use of the technique. 
After a careful analysis by operating 
personnel of the training needs of the 
people involved, 11 objectives were es- 
tablished. To provide management 
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with some indication of the value of 
the training, the participants of five 
groups who took part in the program 
were asked how well each of these ob- 
jectives had been achieved so far as he 
was concerned. The responses, as can 
be seen from the accompanying exhib- 
it, were very favorable. 

But, while it is true that the attain- 
ment of all 11 objectives shows re- 
markable progress, not all the objec- 
tives were achieved with equal success. 
This variation, however, was due to 
the fact that more emphasis was 
placed on attaining some objectives 
than others—not to the effectiveness or 
ineffectiveness of the technique itself. 
For example, much effort was devoted 
toward developing each member of the 
group as a conference participant. 
Consequently, most members felt that 
they did become better conference par- 
ticipants. Similarly, management 
wanted the supervisors of specialized 
activities, such as research directors, 
laboratory supervisors, and guard cap- 
tains, to know other members of man- 
agement and to understand the over- 
all operations of the company. The 
free discussion and cooperative prob- 
lem-solving phase of the conference, 
therefore, was geared to improving 
communications among the partici- 
pants, and a better understanding of 
over-all company operations naturally 


followed. 


Advantages of the Technique 


The Mallinckrodt experience attests 
not only to the value of the Incident 
Process in general, but also to three 
important advantages in particular. 
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Effectiveness of the Incident Process Technique 
As Rated by 60 Mallinckrodt Trainees 


Question 


Number of Resp 








How well did the 
Incident Process series: 


Improve your ability to be 
a conference leader? 


Contribute to the development of 
general principles which can be used 
in working with people? 


Improve your efficiency in conference 
participation? 


Improve your ability to get facts? 


Improve your 
facts? 


ability to organize 


Improve your ability to determine 
the issues in a problem? 


Improve the quality of your decisions? 


Increase your insight into the feel- 
ings and motivations of people? 


Increase your understanding of the 
points of view of other members of 
management? 


Contribute (now or potentially) to 
improved communications on the job 
among members who participated? 


Improve your ability to generalize 
from specific situations to broader 


aspects? 


Toa A 
or insig- worthwhile great 
nificantly extent deal 


3 4) 13 


Not at all 


14 36 





First, it emphasizes the development 
of leadership skills. The problem- 
solving technique reinforces in an ex- 
ecutive the habits of getting the facts, 
determining the issue to be resolved, 
making a decision and, finally, learn- 
ing to appreciate and understand the 
relationship of that decision to the es- 
tablished objectives, policies, practices, 
and procedures of the organization. 
On many occasions, we have heard 
participants say that before making a 
snap judgment they now stop to ask 


themselves: What are the facts? What 
are the alternatives? Which decision is 
the best here, considering the situation 
and the people involved? These par- 
ticipants have commented that, after 
practice with the problem-solving 
technique, they invariably answer 
these questions better than they would 
have done before. 

Second, the Incident Process places 
strong emphasis on group dynamics— 
the participants themselves determine 
when they have had enough facts, 
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they determine the issue, and then they 
make their decisions. Moreover, dur- 
ing the generalization and evaluation 
step, the team leader is encouraged to 
use whatever role-playing and confer- 
ence-leadership techniques are appro- 
priate to the situation. In fact, the group 
discussions provide an excellent labo- 
ratory for the actual study of group 
dynamics. Thus, when the observer- 
reporter and the team members be- 
come familiar with group behavior in 
this context, they can apply it to other 
group situations. For example, they 
may discuss previous training confer- 
ences to analyze what happens when 
a leader is autocratic or permissive; 
they may learn what happens when a 
leader fails to establish adequate ob- 
jectives or fails to provide necessary 
direction to the group; or they might 
analyze how the group reacted to an 
attempt on the part of one of the par- 
ticipants to dominate the discussion. 

The third important advantage of 
the Incident Process lies in the fact 
that the team members learn the tech- 
niques of conference leadership and 
obtain practice in applying them. Mal- 
linckrodt, for instance, wants its exec- 
utives to feel free to conduct confer- 
ences with their subordinates when- 
ever they feel the need. But many ex- 
ecutives have had little or no experi- 
ence in leading a conference—especial- 
ly the scientists, engineers, and other 
technically trained personnel, most of 
whom commented, during the train- 
ing program, that it was the first con- 
ference they had ever led. As one par- 
ticipant put it, “I’m going to lead a 
PTA meeting tonight. It won’t be an 
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easy group to lead, but I’m not afraid 
—I led our training group a few weeks 
ago, and the PTA group can’t be any 
more difficult than that one was.” 


The Operating Problems 


All goals, of course, are achieved at 
a price; and so far as the Incident Proc- 
ess is concerned, the drain upon the 
director’s time constitutes one of its 
major costs. While it is true that any 
training course must be carefully 
planned and coordinated, the Incident 
Process makes special demands in this 
respect. For example, every conference 
(except the first, which is presided over 
by the director) is led by one of the 
participants who has first served as an 
observer-reporter. (In passing it may 
be mentioned that, since the observer- 
reporter has to prepare a detailed re- 
port following the conference, he 
should not be called upon to serve as 
team leader less than two weeks later.) 
Each team leader must be prepared 
and coached for his role and the direc- 
tor has to do the coaching and help in 
the preparation. 

Another factor to be taken into ac- 
count is absence. With the usual train- 
ing conference, this does not matter, 
but if the scheduled team leader or ob- 
server-reporter is unable to attend, not 
only do the participants suffer, but 
the director must reschedule several as- 
signments. Thus, although attendance 
at the Mallinckrodt conferences aver- 
aged 90 per cent, the director found it 
necessary to reschedule assignments at 
least twice in every series. 

In addition to taking up a consider- 
able amount of the director’s time, the 
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Incident Process also demands some 
additional time from the participants 
when they serve as team leader or ob- 
server-reporter. As has been said, the 
team leader must be prepared before- 
hand. At Mallinckrodt, this prepara- 
tion takes two forms. The prospective 
leader is given a short article on con- 
ference leadership to study, and he at- 
tends a coaching session conducted by 
the director. The observer-reporter for 
the conference also sits in on this 
coaching session to prepare him for 
his assignment. Since the observer-re- 
porter will subsequently serve as a 
team leader, a team leader is thus pres- 
ent at two coaching sessions before he 
actually leads a group. Each of these 
sessions takes between one and two 
hours, depending upon the abilities 
and personality of the trainee. 

In addition, it takes many hours for 
the observer-reporter to prepare his re- 
port. This should be more than a mere 
detailing of the mechanical aspects of 
the conference—it should also contain 
an evaluation of its effectiveness and 
provide the basis for a short discussion 
during a subsequent meeting. Finally, 
there is the time consumed by the con- 
ference itself—about two hours— 
which, of course, concerns all the 
members. (It is physically impossible 
to conduct such a conference in less 
time, while few people can endure one 
of much longer duration.) 

Another problem arises from the 
fact that, unless the director is a good 
coach, the program will probably be 
unsuccessful. If the team leader fails 
in his leadership assignment, more 
harm than good will come from the 


experience. Thus, it is important that 
the director neither overtrains nor un- 
dertrains a prospective conference lead- 
er. The purely mechanical direction 
of a conference series is something 
quite apart from the careful and 
thorough coaching of a conference 
leader, which is a complex, difficult, 
and time-consuming process. 


Handling the Fact-Finding Phase 


Also, the director must be highly 
flexible in managing the conferences. 
He must sense, for example, when the 
fact-finding objective has been ade- 
quately attained and when, therefore, 
the emphasis should be shifted toward 
one of the other objectives. We found 
at Mallinckrodt that, after about four 
sessions, the members became rather 
proficient at fact finding. Therefore, 
during the first few conferences, the 
team leader was instructed to give facts 
sparingly and only when they were 
specifically requested; later in the series, 
the team leader was told to give facts 
more freely. Thus, while as much as 
45 minutes of the first conferences 
might be devoted to fact finding, per- 
haps no more than 15 minutes of the 
later conferences would be given to 
this phase. If a director runs the show 
mechanically and fails to observe the 
progress of the group and to sense 
its attitudes, not only will he fall short 
of maximum results, but the interest 
of the members will begin to lag. 

In particular, the director must be 
sensitive to the fact-finding phase. The 
distribution of “attachments” in re- 
sponse to certain key questions makes 
this phase a very interesting one. How- 








60 PERSONNEL 


ever, the members do tend to make a 
game of fact finding after its novelty 
has worn off and they have become 
proficient in it—they begin to joke 
about it and refer to the questions 
which result in the distribution of an 
“attachment” as “jack-pot questions.” 
It is up to the director to resolve this 
situation. 

A final problem presented by the In- 
cident Process is that, at present, the 
literature contains few published cases 
using this technique. The 16 cases pub- 
lished by the Bureau of National Af- 
fairs are as yet the only ones in print. 
Thus, unlike the Harvard Business 
School cases or the newly devised busi- 
ness games, the Incident Process 
has so far won few dedicated adher- 
ents who have publicized it and pro- 
duced cases for general use—perhaps 
because the cases are very difficult to 
prepare. However, although the busi- 
ness games are far more complex than 
any previously devised cases, no fewer 
than 15 companies and schools are 
now preparing them for distribution! 
It can only be hoped that the Incident 
Process will be equally well publicized 
in the future. Perhaps it may be men- 
tioned here that we at Mallinckrodt 
have developed several of our own 
cases for company use, each one hav- 
ing been recommended by one of the 
participants, who wrote it up with the 
assistance and guidance of the director. 

Thus far, we have discussed the pros 
and cons of the established Incident 
Process method. Now let’s see how the 


* During the writing of this article, Dr. Paul 
Pigors has been preparing another set of cases, 
covering government employees, to be published 
in the near future. 
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technique can be varied to suit the 
company’s particular needs. One varia- 
tion that we found to be desirable at 
Mallinckrodt concerns the role played 
by the participants. As the technique 
was originally conceived, the partici- 
pants are required to decide what ac- 
tion should be taken as an arbitrator 
would view the situation. We have 
found, however, that the role of arbi- 
trator is somewhat artificial and, there- 
fore, ask each participant to make his 
decision from the point of view of the 
appropriate operating executive the 
case demands. 

A second variation we introduced 
was to allow the director to serve as 
the source of information during the 
fact-finding phase of the conference. 
This variation is important for several 
reasons: 

1. It provides for a change in routine, 
which may prove to be very necessary as 
the conference draws to a close. 
2. It eases the burden on the team leader. 
Further, in an emergency, a substitute 
team leader may be selected and placed 
in charge of the conference with little 
advance preparation. 
3. It gives a new slant to the conference 
because the situation becomes one in 
which the team leader, as well as the 
participants, is looking for the facts—a 
state of affairs that is commonly experi- 
enced in actual business situations. 
4. Occasionally, when a member of the 
group lacks the ability to lead a difficult 
conference and is, therefore, scheduled to 
act as team leader later on in the series 
after he has had the benefit of observing 
others, he can be assigned the more 
simple role indicated by this variation. 

A third variation that may prove 
valuable is to have the director as- 
sume the role of team leader in in- 
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stances where learning to become a 
conference leader is not one of the 
training objectives. 

Still another variation is to have 
each participant prepare a case from 
his own experience and present it to 
the group. In such conferences, Mal- 
linckrodt encourages the use of cur- 
rent problems. After the participant 
presents his problem, as he sees it, the 
group members ask further questions 
to obtain any additional necessary 
facts, and the issue to be resolved is 
then determined. Finally, the members 
prepare their decisions and the group 
discusses them, thus providing the 
participant who presented the prob- 
lem with alternative courses of action. 
This variation has been found to be 
very valuable at Mallinckrodt because 
current company problems are dis- 


cussed and the participants are given 

the benefit of their associates’ ideas in 

handling actual operating problems. 
These variations are only a few of 


the endless possibilities that present 
themselves to the director. Not only do 
they make the Incident Process a more 
interesting and valuable course in it- 
self, but they may also serve as point- 
ers for other training programs. 

In conclusion, then, our experience 
has been that the Incident Process is 
a valuable management training tech- 
nique incorporating many features 
that should enable the company to 
achieve some important training goals. 
It is true that it possesses certain short- 
comings of which the trainer should 
be aware—some of them serious 
enough to require modification of the 
technique to suit the purposes of the 
particular organization. But, after all, 
every learning technique must be 
evaluated in the light of the trainees’ 
particular needs. All in all, we believe 
that the Incident Process is well worth 
exploring by any executive responsible 
for implementing a formal manage- 
ment development program. 


The Nationwide Skill Shortage 


IN MANY AREAS throughout the country where unemployment is high, a substantial 
number of jobs are going unfilled, according to a recent Nation’s Business survey 
of 15 key areas employing more than 15 million non-farm workers. All but three of 
the surveyed areas are major unemployment centers and in all they account for 
about 1.5 million of the nation’s 4.4 million jobless. 

Despite their high unemployment figures, every one of the areas has openings for 
skilled workers. The reluctance of young people to seek training is regarded as one 
of the main reasons for the number of jobs going begging—a situation that, if it 
continues, is expected to cause an increase in unemployment in the 1960’s when the 
number of workers under 25 will swell by about 600,000 a year. 

Although some employers insist on high work standards but are unwilling to 
spend time and money to train new employees, many industries in the areas sur- 
veyed are trying to alleviate the unemployment situation and at the same time fill 
their job openings by training new employees and establishing programs to upgrade 
workers already on the payroll. However, there seems to be some tendency to 
abandon or cut back such efforts when the skill shortage shows signs of easing. 





Have you confidence in your ability to tell from 
a résumé whether a job. applicant is worth consid- 
ering further? If so, the findings reported here 
may well jolt your faith in this familiar screening 


device. 


How Much Can You 
Tell from a Résumé? 


FREDERICK J. GAUDET and THOMAS F. CASEY 


Few propre would go so far as to 
maintain that a résumé is a sufficient 
indicator in itself of a job applicant’s 
suitability for employment. On the 
other hand, equally few would venture 
to dismiss it as having no predictive 
value whatsoever. At all events, to 
judge from the regularity with which 
résumés are demanded and scrutinized 
in filling most jobs above the routine 
level, it appears to be widely believed 
that here we have something that at 
last serves to identify those candidates 
who are not worth investigating fur- 
ther. 

Now this, if true, is probably as 
much as can be asked of what is, after 
all, a screening rather than a selection 
device. (For that matter, even our se- 
lection devices proper tend to do a 
better job of spotting losers than of 
picking winners.) The question is, 
how true is it? How valid is the résumé 
as a means of separating the wheat 
from the chaff? 

Research, thus far, has offered no 
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clear-cut answer to this question. In 
fact, the résumé has never undergone 
any extended investigation and re- 
markably little has been written about 
it over the past 10 years. Because of the 
dearth of published material on the 
subject, we decided not long ago to ex- 
plore it further. This article will report 
the findings of three studies designed 
to find out whether the résumé does 
fulfill its primary purpose of weeding 
out unsuitable candidates—or whether 
its predictive value could be matched 
simply by drawing names from a hat. 

All three studies revolved around a 
set of résumés that had been submitted 
to a large manufacturing company by 
six candidates seeking jobs as indus- 
trial engineers. All six men were hired 
by the company. Three proved success- 
ful and, after three years, are still on 
the payroll. The other three were fail- 
ures who had to be terminated. 

The résumés ranged in length from 
half a page to three full pages, typed 
single space. Among them was one 
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that had been prepared by a manage- 
ment consultant firm (whose client, as 
it happened, turned out to be one of 
the failures). For the purposes of the 
study, the names and addresses of the 
applicants were removed and each ré- 
sumé was given a code letter. (The 
professionally prepared résumé is the 


one designated throughout this article 
as “E”.) 


Initial Studies 


In the first study, five personnel di- 
rectors, all of whom had had several 
years’ experience in processing engi- 
neers’ résumés, were asked if they 
could distinguish the successes from 
the failures from the résumés handed 
to them. They were told in advance 
that three of the six had succeeded and 
three had failed. All were confident 
that they would have no trouble at all 
in picking the sheep from the goats. 
How well their confidence was justi- 
fied may be seen from Table 1. 

As the table shows, while the per- 
sonnel men were letter perfect in iden- 
tifying Candidate B as one of the fail- 
ures, they were equally unanimous in 
labeling successful Candidate D as un- 





TABLE 1 


Ability of Five Personnel Directors to 
Predict Successful and Unsuccessful In- 
dustrial Engineers from Résumés 


Actual 
Résumé Rating 


Correct Incorrect Per Cent 
Predictions Predictions Correct 


80 
100 
80 
0 
20 
40 














TABLE 2 
Ability of 45 Company Recruiters to Pre- 
dict Successful and Unsuccessful Indus- 
dustrial Engineers from Résumés 


Actual 
Résumé Rating 


Correct Incorrect Per Cent 
Predictions Predictions Correct 


25 20 
26 19 
24 21 
12 33 
10 35 
22 23 





55.5 
57.7 
53.3 
26.2 
22.2 
48.8 








successful. Four out of the five were 
apparently readily sold by the résumé 
prepared by the consulting firm. Over 
all, both the successes and the failures 
were each correctly identified eight 
times and incorrectly seven times. In 
other words, the batting average of 
these five experienced personnel di- 
rectors was exactly chance. 

Because so few subjects participated 
in this first study, we decided to obtain 
a broader sample. The same set of ré- 
sumés was submitted to two groups of 
company recruiters (45 men in all) 
who were interviewing seniors on the 
Stevens Institute of Technology cam- 
pus.’ All these company representatives 
were in the habit of using résumés of 
one type or another to help them de- 
cide whether a student was worth in- 
terviewing. They, too, were told that 
they were being asked to distinguish 
between three successes and three fail- 
ures. Their evaluations are summa- 
rized in Table 2. 

No more than a glance at the last 
column of this table is needed to show 


? The data on this and the following study were 
gathered by Richard Berger and Louis Iocca as 
part of a psychology research seminar. 
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that, in the hands of these company 
representatives—many of them solely 
responsible for deciding whether a 
candidate should be given further con- 
sideration—the résumé is a broken 
reed indeed. (Again, it is interesting to 
note the high percentage who were im- 
pressed by the consulting firm’s effort 
—and the few who spotted the potenti- 
alities of successful Candidate D.) 


The Final Study 


Piqued, perhaps, by their lack of suc- 
cess, five of the recruiters who had 
participated in the second study volun- 
teered to try their hands again. For this 
re-evaluation, which took place a 
month later, the résumés were assigned 
new code letters and submitted in a 
different order. How the two sets of 
evaluations compared is shown in Ta- 
ble 3. 

Here again, it will be seen that, de- 
spite being given a second chance, the 
five recruiters were no more successful 
than the group as a whole in their abil- 
ity to prognosticate success or failure 
from a résumé, In fact, the second time 
around, their predictions were even 
further off base, only 16 out of 30 prov- 
ing correct, as compared with 19 out of 
30 the first time. Further, it will be 
noted that only 20 out of the 30 predic- 
tions were the same on both occasions. 
Almost needless to say, our old friend, 
Résumé E, triumphantly survived a 
second look, while Candidate D fared 
even worse than before. (The mystery 
here is how that fellow ever got hired 
in the first place.) 

Insofar as it is possible to generalize 
from these three studies, there seems to 
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TABLE 3 
How Two Evaluations by Five Company 
Recruiters Compared 
Résumés 
A B Cc OD 


Recruiter 


First 
Evaluation 


Second 
Evaluation 
First 
Evaluation 





Second 
Evaluation 
First 
Evaluation 





Second 
Evaluation 
First 
Evaluation 





Second 
Evaluation 





First 
Evaluation 


Second 
Evaluation 








Actual 
Rating U Ss UU 





be little doubt that the résumé belongs 
in that category of personnel assess- 
ment which has been well described as 
“the scientific art of arriving at sufh- 
cient conclusions from _ insufficient 
data.” * Certainly, it appears that, as a 
means of distinguishing between good 
and poor industrial engineers, the ré- 
sumé is worse than useless. The studies 
reported here do not entitle us to con- 
clude that its predictive value in the 
case of salesmen, accountants, or any 
other occupational group is equally 


*“Submarine Medicine Practice,” Bureau of 
Medicine and Surgery, Dept. of the Navy, 
Washington, D. C., NAVMED-P-5054, 1956, p. 
286. 
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poor. On the other hand, they hardly 
suggest that it can be particularly 
high. 

At all events, when we see that a 
group of evaluators cannot even agree 
with their own selections when the 
same résumés are submitted to them 
on two occasions only a month apart, 
we may well wonder whether the 
widespread use of this particular 
screening instrument does not mean 


that as many good men are turned 
away as poor ones are called in for 
further consideration. Perhaps it is 
worth stressing once again that the 
task of the participants in these studies 
was considerably simplified by the fact 
that they were told in advance pre- 
cisely how many successes and failures 
they were being asked to identify. Even 
at that, they would have done equally 
well simply by tossing a coin. 


Paid Holidays on the Increase 


NINE ouT oF 10 major agreements provided for paid holidays in 1958, as compared 
with only three out of four in 1950, according to a 1958 BLS study of 1,736 collective 
bargaining agreements, each affecting 1,000 or more workers. In all, 7.8 million 
workers representing about half of all those estimated to be working under such 
agreements (except for railroad and airline employees) were covered by the study. 

Seven full-day holidays, the most common and over-all provision, are provided 
for by approximately 40 per cent of the manufacturing and 25 per cent of the non- 
manufacturing agreements, the study shows. As the number of holidays increase, 
however, the non-manufacturing industries—especially utilities, transportation, and 
communication—employ the more liberal practices, slightly more than 20 per cent 
of their contracts allowing for eight days as compared with 15 per cent of. the 
manufacturing agreements. Non-manufacturing contracts also account for more than 
half of those granting nine days or more. In only four industries—transportation, 
hotel and restaurant, textile-mill product, and apparel—are there a significant num- 
ber of contracts specifying less than six paid holidays. Paid half-holidays are most 
prevalent in the apparel, transportation equipment, and machinery (except electrical) 
industries. 

In general, holidays with pay fall into three categories: national and religious, 
traditional local observances, and days designated by employers. However, some 
contracts in seasonal industries, such as food processing, allow paid holidays only 
if they occur outside of the period of the most heavily concentrated work; other 
agreements contain a general provision for religious holidays, and 17 give the work- 
ers paid holidays on their birthdays. But, in most cases, union contracts name the 
holidays to be observed, with six days being designated as “standard” by about 98 
per cent of the agreements. These are (in order of their most frequent recognition) : 
Christmas Day, Labor Day, Thanksgiving Day, New Year’s Day, Independence 
Day, and Memorial Day. 

Adding a half or full day to Christmas, a half day before New Year’s, or a day 
after Thanksgiving are recent innovations provided for in a small number of agree- 
ments. A fairly common practice, however, is the payment of premium wages to 
employees who are required to work on holidays, with double time being the usual 
rate. 





Should the non-union employee with a grievance 
go to bis supervisor—or take his problem to some- 
one outside the chain of command? Here is a 
suggested procedure that combines the advantages 
of both these schools of thought. 


A Grievance Procedure 
For Non-Unionized Employees 


REID L. SHAW 


General Electric Research Laboratory 
Schenectady, New York 


Arnoven muci has been written 
about grievance procedures for non- 
union employees, most of it has been 
concerned with how _ grievances 
should be handled, who should handle 
them, and what kind of grievance pro- 
cedure should be adopted. Less often 
considered is the basic question: Why 
is it necessary to have a grievance pro- 
cedure in the first place? 

The few attempts that have been 
made to answer this question have fall- 
en back on such statements as that 
grievance procedures provide oppor- 
tunities for two-way communication, 
afford a means of coping with the in- 
evitable problems arising out of per- 
sonal relationships in the work situa- 
tion, give employees an opportunity to 
“let off steam,” provide non-union em- 
ployees with an alternative to joining 
unions, and so forth. 

While all these points are valid, they 
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overlook the concept which must form 
the basis of any grievance procedure— 
the “Right of Appeal.” This concept 
has been well described by Dr. Doug- 
las McGregor, of the Massachusetts 
Institute of Technology, as follows: * 


There are occasions when subordinates 
differ radically but sincerely with their 
supervisors on important questions. Un- 
less the superior follows an “appease- 
ment” policy (which in the end will cost 
him his subordinates’ respect), there 
exists in such disagreement the possibility 
of an exaggerated feeling of dependence 
and helplessness in the minds of the sub- 
ordinates. They disagree for reasons 
which seem to them sound; yet they must 
defer to the judgment of one person 
whom they know to be fallible. 


If these occasions are too frequent, the 
subordinates will be blocked in their 
search for independence, and they may 
readily revert to a reactive struggle. The 
* McGregor, “Getting Effective Leadership in the 


Industrial Organization,” Journal of Consulting 
Psychology, Vol. 8, No. 2 (1944) pp. 55-63. 
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way out of this dilemma is to provide the 
subordinate with a mechanism for appeal- 
ing his superior’s decisions to a higher 
level of the organization. The subordinate 
can then have at hand a check upon the 
correctness and fairness of his superior’s 
actions. 

Implicit in this definition is the fact 
that the employees know that they 
have the right to appeal the decisions 
or actions of their supervisors. Even 
though these appeals may be limited 
to matters concerning compensation, 
working hours, and working condi- 
tions, and even if the employees never 
actually submit a grievance, the impor- 
tant thing is that they know that they 
can do so without being exposed to 
any retaliative action by their immedi- 
ate supervisor. In fact, the knowledge 
that a grievance procedure exists is 
more important to the employee than 
the kind of procedure that is set up. 

Nevertheless, the company must still 
determine what kind of procedure 
will best enable employees to exercise 
their right of appeal. Here at the out- 
set, it must resolve that much-debated 
question: Who should handle em- 
ployee grievances? 


Up-the-Line or By-pass? 


There are two opposing schools of 
thought on the handling of non-union 
grievance procedures. One is the “Up 
the ‘Line” school, whose advocates 
hold that an employee with a com- 
plaint or grievance should go to his 
supervisor’s immediate superior for a 
solution. The other is the “By-pass” 
school, which believes that a neutral 
third party, such as an employee rela- 
tions specialist, should receive and act 


upon complaints of the employees. 

For its part, the “Up the Line” fac- 
tion argues—with considerable justice 
—that it is practically impossible to 
separate the functions of assigning 
work and settling the problems that 
may arise from it. Therefore, since 
first-line supervisors and their superi- 
ors in operating management are re- 
sponsible for assigning work to em- 
ployees, they must also be responsible 
for settling any problems these assign- 
ments may give rise to. Indeed, they 
must accept this responsibility, since 
they are the only people possessing the 
authority to settle employee grievances 
by taking corrective action. 

Furthermore, they argue that, if the 
responsibility for resolving employee 
grievances is given to a third party 
within the management group, that 
party must necessarily be given the au- 
thority to settle work-related problems 
and thus, in effect, to direct the em- 
ployees’ actions. But this authority 
can logically be vested only in the op- 
erating managers who are held ac- 
countable for the results of the em- 
ployees’ efforts. If it is granted to staff 
members of the organization, line 
management will be so weakened that 
it will be unable to perform the func- 
tion for which it is responsible and 
accountable. 

For this reason, the “Up the Line” 
proponents conclude that grievances 
cannot be settled by the employee rela- 
tions section, but should be referred 
first to the foreman or supervisor and 
then on up the line through the fore- 
man or supervisor’s superior. 


On the other hand, the “By-passers” 
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hold that the “Up the’ Line” system is 
fine in theory, but that it doesn’t work 
in practice. Employees, they point out, 
are very reluctant to go over their 
bosses’ head with complaints—they 
would much rather go to someone out- 
side the chain of command. Then, too, 
the foreman or supervisor is likely to 
be more reluctant to support the griev- 
ance procedure if his employees go 
above him; he might feel that this 
makes him look bad in the eyes of his 
boss. 

For these reasons, the “By-passers” 
argue, employees should by-pass the 
line organization and take their prob- 
lems to someone in the staff (usually 
in employee relations) who can take a 
more neutral look at the problem and 
then counsel and represent the employ- 
ees. 

The main difficulty of this approach 
has already been described—the em- 
ployee relations man has no authority 
to solve the problem, and an employee 
with a complaint wants action, not 
just advice. Moreover, since the em- 
ployee relations representative has no 
recourse other than to take up the 
cudgels on behalf of the employee 
against his supervisor, he is almost 
forced to serve the same function as a 
union steward. And acting as a sort 
of “buffer” between employees and 
their supervisors is a very uncomfort- 
able position for the employee rela- 
tions man, since the success of his de- 
partment depends upon his ability to 
win the respect and confidence of op- 
erating management. Thus, the griev- 
ance procedure impedes the effec- 
tiveness of the employee relations func- 
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tion by driving a wedge between it 
and line managers. 

A third way of handling grievances 
is to retain a truly neutral third party, 
such as a clergyman, to act as an em- 
ployee counselor. But this approach 
has its pitfalls, too. In the first place, 
the outside counselor has no authority 
to settle grievances; and certainly man- 
agement cannot give him this author- 
ity, since if it did it would pass part of 
the responsibility for managing the 
enterprise on to someone who is not 
even a member of it—an impossible 
situation! 

Then, too, because the counselor is 
usually unfamiliar with the operations 
of the business, he must undergo an 
extensive training period before he can 
do a competent counseling job. If he 
doesn’t possess a sufficient knowledge 
of the situation, the employees will 
soon find that he is giving them “bum 
steers” and no longer seek his advice. 
Add to this the fact that operating 
management is bound to resent the 
outsider’s efforts, and it becomes ap- 
parent that this method of handling 
grievances is doomed to an early and 
dismal failure. 


A Combined Approach 


What, then, is the solution to the 
problem? Although both the “Up the 
Liners” and the “By-passers” have 
some strong arguments in their favor, 
we have seen that neither system, in 
itself, fills the bill. We have also estab- 
lished that the responsibility for set- 
tling employee complaints which grow 
out of the operating situation must re- 
main with operating management. 





A GRIEVANCE PROCEDURE FOR NON-UNIONIZED EMPLOYEES 69 


What is needed is a procedure that 
leaves this responsibility where it be- 
longs and at the same time absolves 
the employee from the unpleasant ne- 
cessity of having to go over his boss’s 
head. 

To meet these requirements, the fol- 
lowing four-step procedure is sug- 
gested: 

(1) If an employee has a complaint, 
he first takes it to his foreman or im- 
mediate supervisor, provided that the 
complaint does not concern the super- 
visor himself and, therefore, make it 
difficult for the employee to discuss it 
with him. An example of this would 
be a complaint of favoritism on the 
part of the supervisor. In such a case, 
the employee would begin with Step 
2 of the grievance procedure. 

(2) If the employee does not receive 
what he considers a satisfactory an- 
swer from his immediate supervisor, 
or if the nature of the problem is such 
that he does not feel he can discuss it 
with him, he takes the complaint to 
the employee relations representative 
who has been assigned the responsi- 
bility for employee counseling. 

The employee relations representa- 
tive first listens to the employee’s com- 
plaint (very often the only action the 
employee really desires) and then, aft- 
er considering the problem, offers his 
counsel. If the complaint cannot be 
resolved because of company policy 
or practice, the employee relations rep- 
resentative explains why this is so. At 
the same time, he makes it clear to 
the employee that if he wishes to pur- 
sue the matter further, he will help 
him to do so. 


(3) If the employee wants to persist 
with the complaint, the employee re- 
lations representative accompanies 
him to his supervisor’s immediate su- 
perior and assists him in presenting 
his case. In other words, the employee 
is provided with a spokesman or ad- 
vocate. 

(4) If the employee is still not satis- 
fied, he is then encouraged to take his 
problem, again with the help of the 
employee relations representative, to 
the top man in the organization. This 
may be the plant manager, the divi- 
sion or department manager, or the 
president, depending upon the com- 
pany. 

This official is usually far enough 
away from the original problem and 
the original employee-supervisor rela- 
tionship to take an objective look at 
the complaint and to give an equally 
objective answer. Then, too, the em- 
ployee is likely to be more satisfied 
through having been given the oppor- 
tunity to present his case to the “head 


” 


man. 


The Pros and Cons 


It goes without saying that, for such 
a procedure to be successful, operating 
management must actively promote 
and support it. First-line supervisors 
must realize not only that an employ- 
ee grievance is not a “black eye” for 
them, but also that it is their respon- 
sibility to resolve complaints. More- 
over, unless these supervisors actively 
support the program through their ac- 
tual behavior on the job, any non-un- 
ion grievance procedure is bound to 


fail. 
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Assuming that it has management's 
complete cooperation, the grievance 
procedure for non-union employees 
suggested here should be adequate for 
most situations, though it differs in 
certain fundamental respects from a 
collectively bargained procedure. For 
one thing, the employee relations rep- 
resentative cannot be as militantly de- 
monstrative an advocate as the union 
steward. For another, it does not pro- 
vide for arbitration—and arbitration 
(which is, of course, covered in many 
labor contracts) is undoubtedly ap- 
pealing to employees because it allows 
for the hearing of certain types of 
grievances before a completely neutral 
third party, with that party’s decision 
being binding on both sides. 

Nevertheless, the procedure out- 
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lined here does provide the employee 
with a method of airing his com- 
plaints, a spokesman to help him do 
so, and the opportunity to take his 
problem to the top, if need be. It also 
allows him to represent himself—an 
advantage over many union grievance 
procedures, when one recollects how 
often these are hamstrung by the un- 
ion’s political aims and by the “horse 
trading” that sometimes goes on in 
union-management bargaining. 

But the most important feature of 
the program is the fact that the em- 
ployees know that it has been estab- 
lished and that they can use it with- 
out fear of retribution from anyone. 
By granting employees this basic right 
of appeal, management can pave the 
way for true job satisfaction. 


What Industry is Doing about Safety 


NINE ouT oF 10 manufacturing companies have an organized safety program—and 
almost all of them agree that it pays off in terms of fewer plant accidents, according 
to a recent Mill & Factory survey of 332 industrial concerns of varying types and 
sizes. 

In 39 per cent of the companies with organized programs, safety is a separate 
departmental function. In 40 per cent, the program is handled by the personnel 
department. Among the remaining respondents, it falls within the scope of other 
company divisions such as industrial relations, plant engineering, and maintenance. 

Most popular of the devices for stressing safety in the plant are posters and slogans, 
which are almost universally used. Safety committee meetings and safety briefings 
for new employees are also fairly general practice. But only a quarter of the com- 
panies surveyed conduct interdepartmental safety contests, and fewer still rely on 
employee meetings, plant inspections, or articles in the house organ. 

Most of the participating companies with labor unions (82 per cent of the sample) 
agreed that the union cooperates in the administration of the safety program, one 
respondent even going so far as to say, “Our union is the safety committee.” On the 
other hand, a small minority reported quite the contrary experience. “We used to 
have a company-union joint safety committee,” one company wrote, “but it was 
discontinued because union representatives were more interested in the ‘grievance’ 
approach than in objective discussion of safety problems.” 





Obviously, there is no formula that will resolve 
all jurisdictional and work assignment disputes. 
But a clear understanding of their basic causes, 
the author points out, provides some significant 
clues as to the most effective ways of handling 


them. 
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Trost wxo ave survived the slings 


and arrows of day-to-day labor rela- 
tions for a number of years will be 
justifiably skeptical of any pat solution 
for jurisdictional and work assign- 
ment disputes. Nevertheless, it will be 
generally agreed that a clear under- 
standing of their basic causes should 
help to avoid compounding our diff- 
culties in this area. This article will an- 
alyze the main types of jurisdictional 
disputes and from this analysis pro- 
ceed to single out some general prin- 
ciples for the guidance of manage- 
ment in meeting specific situations of 
this kind. 

Jurisdiction, or the right to control 
specific areas of work, has provided 
the basic framework for the organiza- 
tion of unions since the earliest days of 


the labor movement. In the American 
Federation of Labor, jurisdiction was 
the cornerstone for the organization of 
vertical unions. Even those unions in 
the old Federation which had the 
characteristics of horizontal or indus- 
trial organizations were careful to 
specify their area of jurisdiction in 
more exact terms than did the hori- 
zontal unions which developed under 
the CIO. 

Hence, jurisdiction in the labor 
movement has historically been re- 
garded as the line separating the as- 
serted area of control of different 
unions. But the detailed specification 
of jurisdiction in union constitutions 
has been dictated more by each union’s 
need to defend itself against the en- 
croachment of other unions than by 


Nore. This article has been adapted from a paper delivered at AMA’s Special Conference on Labor 


Relations in Chicago last May. 
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the oft-asserted rationale of jurisdic- 
tion as a means of protecting the in- 
tegrity and skill standards of the 
membership. 

Though the industrial unions have 
paid less regard to jurisdictional con- 
siderations, even they have always 
made some attempt to rationalize the 
scope of their organizing efforts on 
some jurisdictional basis. 

Management has been no less prone 
than organized labor to rationalize its 
objectives in representation matters on 
a jurisdictional basis when such a posi- 
tion appeared to serve the company’s 
purpose. The fact of the matter is that 
efforts to establish lines of jurisdiction 
between unions, or boundaries of 
work activities between classifications 
in a single bargaining unit, are almost 
always based on considerations far re- 


moved from the principles which juris- 
diction purports to uphold. 
From management’s standpoint, the 


company’s objectives in assigning 
work can be defined as (1) to organize 
and conduct its production and main- 
tenance activities in such a way as to 
make the most efficient use of available 
manpower and (2) to retain those 
management prerogatives necessary to 
provide the flexibility to meet new or 
changed operating requirements. The 
union’s objectives, on the other hand, 
may be defined as (1) to maintain con- 
trol over job content to the extent re- 
quired to protect the bargaining unit 
from a reduction in total membership 
and (2) to prevent encroachment by 
other unions or non-bargaining unit 
personnel upon the present area of 
control and to use every legitimate 
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means to expand the area of job con- 
trol, particularly in unorganized areas. 
It goes without saying that these two 
sets of objectives frequently clash. 


The Problem Areas 


Jurisdictional disputes fall into four 
main categories: 


1. Disputes between unions representing 
production and maintenance units and 
unions representing craft-type units in the 
same plant. 

2. Disputes over work assignments with- 
in a single production and maintenance 
unit. 

3. Disputes between the bargaining unit 
and outside contractors. 

4. Disputes between a bargaining vs. a 
non-bargaining unit. 


Let us take a look at each of these 
categories in more detail. 

1.P & M vs. craft-type units. Dis- 
putes between production and mainte- 
nance units and craft-type units within 
the same industrial plants have most of 
the characteristics of disputes in the 
construction industry. How frequent- 
ly disputes of this kind arise is, of 
course, largely dependent on the ex- 
pansionist ambitions of either of the 
units involved. However, it may be 
mentioned in passing that the no-raid 
agreements entered into since the 
AFL-CIO merger have probably re- 
duced the number of disputes of this 
type. 

Management’s problem here is pri- 
marily to maintain consistent contract 
language in agreements with the sev- 
eral units and avoid the effects of 
whipsaw negotiations. One approach 
for management is to work for joint 
Negotiations and joint agreements. 
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Where such joint agreements have 
been executed, the number of work 
stoppages arising out of jurisdictional 
disputes has tended to diminish. Such 
joint agreements often specify that 
management will not be asked to act 
on jurisdictional questions between 
the signatory unions and that such 
disputes will be resolved by the unions 
concerned without interference with 
the efficiency or continuity of plant 
operations. 

The mere existence of a joint agree- 
ment, with or without such a provi- 
sion, is, of course, no guarantee that 
jurisdictional disputes will not subse- 
quently arise. But experience has 
shown that joint agreements do help 
to avoid them, particularly if they are 
supplemented by a consistent manage- 
ment policy in assigning work be- 
tween the several bargaining units. 

2. Work assignments between classi- 
fications. There is probably no class of 
grievance more frustrating to man- 
agement than the disputes that arise 
within a single P & M unit over the 
matter of work assignments between 
classifications. Some years ago, it was 
common to hear labor relations men 
say that the great advantage of having 
one industrial union representing an 
entire plant was that the union “didn’t 
care who did the job so long as the 
company paid the appropriate rate.” 
Such an assertion is seldom made to- 
day. On the contrary, one is far more 
likely to hear a seasoned labor rela- 
tions man say that the industrial un- 
ions are “out-crafting the crafts” in 
their meticulous concern with the as- 
signment of work between classifica- 


tions. At one time or another, most of 
us have complained across the table 
about the necessity of having to deal 
with a work assignment grievance 
when no one in the bargaining unit 
has lost a single minute of work, or a 


penny of pay. 
Psychological and Political Factors 


No very profound analysis is needed 
to uncover the practical considerations 
which force the union leadership to 
process such grievances. On the local 
level, union leaders are continually un- 
der pressure from their members in 
the skilled classifications. The skilled 
worker is seldom completely satisfied 
that his special interests are as well 
represented by an industrial unit as 
they would be by a unit composed ex- 
clusively of members possessing his 
particular skill. He may support the 
plantwide unit in the belief that its 
greater economic strength will in the 
long run prove advantageous. At the 
same time, he demands the protection 
of his special interests and tries to pre- 
vent them from being submerged by 
those of the unskilled or semiskilled 
employees in the unit. 

Any local union leadership which 
ignores these attitudes among_ its 
skilled members runs the risk that they 
will ultimately take concerted political 
action to install local officers more re- 
ceptive to their special interests. More- 
over, in the background there is al- 
ways the threat that the craft groups 
will break away entirely. 

The mere fact that management rec- 
ognizes these factors does not, of 
course, solve the grievance in question. 
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Nevertheless, it should prevent the 
company from trying to resolve such 
grievances on _ purely economic 
grounds. These disputes are rooted in 
psychological or political causes, and 
we cannot expect to dispel them by 
economic arguments. 


Organizational Influences 


Further, it must be conceded that 
management’s own actions have ag- 
gravated this type of dispute. For 
many years, there has been a general 
trend toward centralizing mainte- 
nance functions into a single depart- 
ment and organizing maintenance per- 
sonnel along craft lines. Electricians, 
pipe fitters, repair mechanics, and so 
on are typically found in separate 
groups, each with its own foreman 
who has been promoted from the craft 
group he is supervising. Now, whether 
this form of organization does provide 
more effective maintenance at lower 
costs is beside the point here. What 
should be recognized is the fact that 
such an organization emphasizes the 
distinction between production and 
maintenance personnel and tends to 
perpetuate this distinction even though 
all the employees are members of the 
same bargaining unit. Further, this 
form of organization fosters craft 
thinking by supervisors which is re- 
flected by their subordinates. Hence, 
the jealousies that so often spring up 
among the different craft units and/or 
between the maintenance crafts and 
the production departments. 

It is interesting to note that in sev- 
eral industries, notably chemicals, 
there has been a shift recently away 
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from this central type of maintenance 
organization to one where a composite 
group of maintenance tradesmen, 
working under a single supervisor, 
maintains equipment in a given area 
of the plant. I venture to speculate 
that, other factors being equal, this 
type of organization will tend to re- 
duce the incidence of work assign- 
ment disputes between skilled trades- 
men. When there are tradesmen of two 
or more crafts working together as a 
team, they are much more likely to 
recognize the mutual benefits of coop- 
erative effort. A tradesman is not likely 
to grieve about the actions of a man 
with whom he is in constant contact. 
On the other hand, he will not hesi- 
tate to protest the actions of a distinct- 
ly separate group from another craft if 
he feels that they are encroaching on 
his job. 

3. Bargaining unit vs. outside con- 
tractors. This type of dispute has be- 
come more prevalent in recent years 
and is likely to occur in any major 
plant expansion or plant moderniza- 
tion program. Both the industrial un- 
ions and the craft-type unions in the 
construction industry have become in- 
creasingly concerned with this matter, 
and many companies have been 
pressed at the bargaining table for con- 
tract language intended to protect the 
interests of tradesmen employed in the 
P and M unit. In fact, there are prob- 
ably more wildcat strikes arising from 
this issue than from any other class of 
jurisdictional dispute. 

It is an unwary management, indeed, 
that embarks on a major plant addi- 
tion or modernization program with- 
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out a careful evaluation of the factors 
which may cause disputes between 
management and the P and M unit, or 
between the P and M unit and the 
craft unions representing the contrac- 
tor’s employees. Following are some 
(though by no means all) of the essen- 
tial points to be covered when the 
question of employing an outside con- 
tractor comes up: 
1. Development of a plan covering all 
work to be performed by the P and M 
unit employees falling within the cate- 
gory of maintenance, based on local plant 
practice and the availability of the re- 
quired skills. 
2. Establishment of clear-cut lines of 
demarcation between outside contractors’ 
activities and the P and M unit, to avoid 
mixing the crews in the same plant area. 
3. Designation of separate facilities, in- 
cluding entrances for contractors’ person- 
nel and vehicles. 
4. Establishment of a schedule for ac- 
cepting building areas and equipment 
from the contractor in such a way that 
the contractor can vacate a given area 
before it is taken over by the company 
for the necessary maintenance and pro- 
duction work by its P and M unit. 
5. Agreement on the action to be taken 
by both management and the P and M 
unit in the event that the outside con- 
tractor is picketed by members of an out- 
side union. 


Also within this category are those 
disputes arising out of the company’s 
decision to subcontract for certain 
services which may previously have 
been performed in whole or in part by 
members of the bargaining unit. It is 
all too often assumed that a broad and 
comprehensive management clause 
permits such action by the company, 
provided that it does not directly cause 
a reduction in the total number of jobs 


remaining in the bargaining unit. 
However, though some arbitrators 
have upheld this position, there have 
been a significant number of decisions 
to the contrary. The scope of the bar- 
gaining unit’s certification, past prac- 
tice, and the manner in which duties 
have been specified for the various job 
classifications within the unit all have 
a bearing on management's ability to 
sustain its decision to subcontract 
such activities. 

4. Bargaining unit vs. non-bargain- 
ing unit. Finally, we have those dis- 
putes arising from claims by the union 
that non-bargaining unit employees are 
performing bargaining unit work. 

Most labor agreements contain 
clauses prohibiting supervisory per- 
sonnel from performing bargaining 
unit work, except under emergency 
conditions or for training purposes. 
The problems of administering such 
provisions are essentially no different 
than those encountered in administer- 
ing any other contractual obligation. 
While there is no intention here to 
minimize the seriousness or frequency 
of such disputes, there is nothing 
which inherently distinguishes such 
grievances from those arising from 
any other clause in the contract. 

However, an entirely new problem 
is now emerging which presents new 
challenges to both union leadership 
and to management in this area—the 
problem of automation. During the 
past few years, we have all read nu- 
merous articles on the necessity to up- 
grade the skills of production and 
maintenance employees to meet the re- 
quirements of new equipment and 
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new techniques of production. More 
recently, we have been made aware of 
the decline in membership in indus- 
trial unions, as well as the fact that the 
rise in employment has lagged behind 
the rise in production indices from the 
recession lows of 1958. 

The economic implications of these 
facts and trends have been widely dis- 
cussed, but too little attention has been 
paid to their impact on day-to-day la- 
bor relations and their potential for 
further jurisdictional disputes. 

Today, our engineers are rubbing 
shoulders with shop employees to a 
greater extent than ever before. Within 
management itself we are spawning 
whole new categories of technicians 
and specialists trained to follow up on 
the operations of radically new equip- 
ment or to administer new methods of 
quality and production control. These 
activities pose some difficult problems 
for both management and labor. The 
old bench marks that once clearly 
marked the boundaries between bar- 
gaining unit work and non-bargaining 
unit work are no longer meaningful or 
appropriate. Management must now 
consider whether it should try to main- 
tain the existing boundaries and to re- 
tain the new groups of technicians and 
other specialists within its ranks. While 
this approach may in the short run 
offer significant advantages in flexibil- 
ity, it is likely to be strongly chal- 
lenged by organized labor. Further, 
there is the possibility that it may ul- 
timately lead to the creation of a group 
that will seek bargaining rights of its 
own in an area somewhere between 
the present bargaining unit and man- 
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agement. This could lead to new 
sources of conflict for all concerned. 

Yet another potential source of con- 
flict may lie in organized labor’s in- 
sistence on control of the selection of 
personnel for these new activities 
through the application of seniority. 
Such a stand would, of course, be 
strongly resisted by management. 

These are questions requiring states- 
manship of the highest order by both 
parties. We cannot muddle through 
with any hope of achieving a satisfac- 
tory long-term solution. 

The responsible labor relations exec- 
utive must take steps to insure that 
technical staffs in particular develop a 
full appreciation of the objectives of 
organized labor in this area. He must 
insist that all new functions be care- 
fully evaluated and not assigned to 
non-bargaining unit specialists in an 
arbitrary or capricious fashion. 

On the other hand, labor leaders 
must recognize the technical and spe- 
cialized knowledge required to per- 
form such functions and accept the 
fact that the positions must be filled 
by qualified personnel, if they expect 
any of these new activities to come 
within the scope of an existing bar- 
gaining unit. 


Conclusions 


While there is admittedly no over-all 
solution for jurisdictional and work 
assignment disputes, this article has 
singled out some guideposts which 
can give direction to management's ef- 
forts to resolve or prevent the occur- 
rence of such disputes. 

First, it must be recognized that the 
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language of jurisdiction—all those 
high-sounding words about the in- 
tegrity of skill and the standards of 
craft—is nothing more than a rational- 
ization of motives of economic self- 
interest. While there is nothing wrong 
with economic self-interest, it must be 
recognized for what it is. Let us not be 
deluded by the language in which it is 
expressed. 

Second, management must realize 
that work assignment disputes origi- 
nate in the psychological motivations 
of skilled and semiskilled employees— 
and that the local union leaders’ stand 
in a particular dispute is dictated 
by practical political considerations. 
While recognition of these causes is in 
no way a solution in itself, failure to 
recognize them for what they are pre- 
cludes the possibility of agreement on 


terms that will satisfy either party. 

Third, the management that adopts 
a purely defensive attitude in the face 
of such disputes and a policy based 
solely on tactical maneuvers adapted 
to the needs of the moment has em- 
barked on a sterile course that can 
only result in the erosion of manage- 
ment prerogatives and costly compro- 
mises which have neither direction 
nor sound purpose. 

In this period of rapid technological 
change, constructive planning is need- 
ed to establish defensible positions. 
The company whose policy is based on 
a full appreciation of the legitimate in- 
terests of both management and labor 
in the matter of jursidiction should be 
reasonably well placed to keep the in- 
cidence and severity of disputes over 
work assignments to a minimum. 


Management and the Soviet Challenge 


INpusTRY’s need for men with imagination, judgment, resourcefulness, and integrity 
grows more pressing as time goes on—not only here in this country, but throughout 
the globe. American enterprise has limitless opportunities to work in partnership 
with those nations which are now beginning to build the foundations of better 
health, better standards of living, and vast economic growth. Yet recently, we 
have run head on into a formidable competitor—the Soviet economic offensive which 
seeks to win friendship—and eventual control—by helping to build industry within 
the uncommitted nations. 

Those who are moving up the management ladder today will be brushing shoulders 
with Soviet trade emissaries in the field tomorrow. At the international bargaining 
table, they will have to convince the world not only that they have a better product 
to sell, but a better system, and a better way of life as well. I know of no training 
course and no textbook that can educate a man on how to sell a democratic way of 
life. This is something that comes from deep within a man’s spirit. Yet clearly, 
some kind of training of young industrial executives is needed—and will be needed 
more in the years ahead. If we do not have it, the economic cold war is likely to 
freeze us out of history’s most challenging market—JoHn E. McKeen, President, 
Chas. Pfizer & Co., Inc., in a speech delivered before the 135th National meeting of 
the American Chemical Society. 





W hich employee communications media are most 
effective in passing the word—and why? The find- 
ings of a study carried out at the Naval Ordnance 
Test Station provide some answers to these 
questions that seem to have fairly general applica- 


bility. 


Communicating Down the Line: 


How They Really Get the Word 


EUGENE WALTON 


U. S$. Naval Ordnance Test Station 
China Lake, California 


Iris commonly estimated that Amer- 
ican business spends more than $100 


million a year on management-em- 
ployee communications. The ways in 
which this huge sum is spent run the 
gamut from the conventional company 
newspaper or magazines to such exotic 
endeavors as skywriting. The question 
that bothers everyone is whether these 
various media are worth their not in- 
considerable cost. Do they actually de- 
liver the message, or would employees 
“get the word” whether they existed 
or not? 

Recently, at the U. S. Naval Ord- 
nance Test Station at China Lake, 
California, we set up a research proj- 
ect to assess the effectiveness of the 
various media used to communicate 
with the Station’s more than 4,000 em- 
ployees. While the findings probably 


have greatest relevance for other re- 
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search and development organizations, 
it is felt that in many respects they also 
apply to any large industrial undertak- 
ing. 

At NOTS, management-employee 
communications flow through a vari- 
ety of channels—supervisors, a weekly 
newspaper, a directive system, “All 
Hands” meetings, bulletin boards, an 
Employee-Management Council, and 
various ad hoc official memoranda. In 
addition to measuring the relative ef- 
fectiveness of each of these media, the 
study also endeavored to find out: 

1. Which communications channel 
was the speediest disseminator of in- 
formation? 

2. Which had the greatest over-all 
effectiveness? 

To answer the first question, the 
following query was put to 100 ran- 
domly chosen employees: Suppose 
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management made an _ important 
change in the way the station would 
be run—through what channel or 
means of communication would you 
most likely get the word first? Here’s 
the response: 
Channel 

Grapevine 

Supervisor 

Official memo 

Station newspaper 

Station directive system 

Bulletin boards 

Other 

That the grapevine was easily the 
fastest means of spreading messages 
among employees is not, of course, 
surprising. Most studies of organiza- 
tional communications have found 
that the informal channel is more ef- 
fective than any official ones. How- 
ever, it may be of interest to note here 
that although the respondents listing 
the grapevine as the fastest media were 
distributed among all grade levels of 
employees, there was less reliance on 
the grapevine among employees with 
little seniority. Reliance increased 
with seniority up to 5 to 7 years and 
then leveled off and dropped sharply 
again among employees with 12 or 
more years of service. 


Supervisors as Communicators 


The next speediest channel, the su- 
pervisor, was supported by substantial 
numbers of employees from all job 
classifications and from all grade and 
seniority levels. This high reliance on 
the supervisor probably reflects the 
training or habits of NOTS employ- 
ees. Evidently, they think of their su- 
pervisors as being generally well in- 


formed and thus naturally look to 
them for information. 

The findings, then, suggest that ver- 
bal, face-to-face communications tend 
to get the word around a lot quicker 
than printed media. They also suggest 
that there is an inverse relationship be- 
tween the speed with which a medium 
disseminates information and the or- 
ganizational restrictions or restraints 
placed upon it. In other words, the 
faster the medium, the fewer the re- 
straints—the more restraints, the 
slower the medium. For example, 
there are practically no organizational 
restrictions connected with the grape- 
vine; it takes only a slip of the lip to 
get it rolling. On the other hand, while 
the supervisor is potentially as speedy 
a news-disseminator as the grapevine, 
he does have some organizational re- 
straints placed upon him, such as the 
need to “clear it” with higher authori- 
ties before giving information to his 
people. And, as we go down the list, 
we find that, with the exception of 
the bulletin boards, the ranking of the 
remaining media follows the same 
principle. Thus, the ad hoc official 
memoranda require less clearance and 
review than information published in 
the station newspaper, and the station 
directives require far more clearance 
and review than either of these. (The 
low ranking of bulletin boards appears 
to have been due to other reasons 
which will be examined later.) 

In planning a medium of employee 
communication, therefore, it should 
first be considered how important it 
is that the word get around fast; and, 
if speed ts a prime factor, steps should 
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be taken to see that the channel is not 
weighed down with a lot of organi- 
zational restraints or red tape. 


The Most Effective Data 


But employees value more than just 
speed in a communications system— 
they also want to be sure that the 
word will always reach them, that it 
will be complete, and that it has the 
authority of management behind it. 
This brings us to the second question 
considered in our survey—which of 
the media has the greatest over-all ef- 
fectiveness? For our purposes, how- 
ever, we limited the responses to this 
question to those channels with which 
we were particularly concerned. Here’s 
the order in which these channels were 
rated: 

1. Station newspaper 

2. Station directives 

3. Bulletin boards 

4. “All Hands” meetings 

5. Employee-Management Council 

6. Off-station newspaper 

In making their ratings, the re- 
spondents were also asked to state why 
they rated a channel first (most effec- 
tive) or last (least effective). The re- 
sponses showed that the most com- 
mon reason for believing one channel 
to be more effective than another was 
the employee’s conviction that he will 
see it. Thus, about 75 per cent of the 
employees who said the official news- 
paper was the most effective means of 
communication gave as their reason, 
“because I’m sure of seeing the pa- 
per”; 66 per cent of those who favored 
the directive system did so “because I'll 
surely see the directives”; and 50 per 
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cent of those who rated the bulletin 
boards first said, “I always see and 
read the boards.” 

This points up the importance of ef- 
fective physical distribution of an em- 
ployee communications medium. If 
the employees don’t see it, it can’t pos- 
sibly inform them. No doubt, at the 
outset, the accessibility of a particular 
medium is mainly a matter of self- 
selection (employees will seek out the 
media they’re interested in). But, as 
time goes on, the fact that a particular 
medium is regularly available tends to 
build up expectations on the part of 
the employees. If they know, for in- 
stance, that the newspaper, directive, 
or memo is going to show up at their 
shop or office, they will favor it as a 
carrier of important messages. 

The next reason given by the em- 
ployees for rating a communication 
channel as most effective was the as- 
surance that it was “official, the real 
scoop, not just somebody’s opinions or 
speculations.” This was the main rea- 
son for the directives system ranking 
just behind the station’s newspaper 
in over-all effectiveness. “The direc- 
tives,” the employees said, “are what 
you go by—they’re right from top 
management and have the authority of 
management behind them.” 

This also explains the low rating 
given the off-station community news- 
paper. Employees did not expect to 
“hear” management talking through 
that medium and, therefore, they did 
not read it for official communications. 
“I don’t read the off-station newspa- 
per for (official) station information,” 
several employees said. “I just read it 
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for social news and things like that.” 

That the Employee-Management 
Council was rated as next to last in 
effectiveness as a communications me- 
dium may seem somewhat surprising 
but, actually, this response was in line 
with our other findings. Many em- 
ployees said either that they seldom or 
never saw the Council’s reports and 
notices or that they were not familiar 
with the Council’s operations. Also, 
there was a distinct feeling that it was 
“not representative.” 

Other research has, of course, point- 
ed up the fact that the effectiveness of 
any pronouncement is determined as 
much by who says it as by what is said. 
In a classical experiment, two groups 
of students were given identical state- 
ments on a labor relations controversy. 
One group was told that the statement 
was from the New York Times and 
the other that it was from the New 
York Daily Worker. The students who 
thought the article came from the 
Times rated it as “fair and objective,” 
while those who thought it came from 
the Daily Worker said it was “unfair 
and one-sided.” 

The same halo effect was observable 
in the NOTS employees who pre- 
ferred to get their information from 
the station newspaper rather than 
from the off-station community news- 
paper. On many occasions, both news- 
papers publish identically worded re- 
leases. 


Implications of the Findings 


One conclusion that can be drawn 
from this study is that company re- 
leases should always come from as 


close to the top as possible. Evident- 
ly, once a medium gets a reputation 
as being “the voice of management,” 
its communications impact is greatly 
increased. In fact, the desire of em- 
ployees for official backing of the news 
that comes to them should allay man- 
agement’s fears about too much em- 
ployee reliance on the grapevine. Most 
employees recognize that it has no real 
authority and withhold judgment on 
the worth of the information that 
comes to them from this source until 
they actually see it officially confirmed. 

Another finding of our survey that 
struck us as being significant was the 
marked difference between the ways 
white-collar and blue-collar employees 
ranked certain communications me- 
dia. Thus, white-collar employees fa- 
vored the directive system and rated 
the bulletin boards very low, whereas 
blue-collar employees rated these two 
media in just the opposite way. 

We doubt, however, whether these 
preferences can be ascribed to any in- 
trinsic differences between white- and 
blue-collar employees. Rather, they 
seem to follow from the dissimilar 
ways in which these particular chan- 
nels are used in the office and the shop. 
At NOTS, directives are more a part 
of the office routine, while the bulletin 
boards seem to belong more particu- 
larly to the blue-collar employee’s 
working environment. 

Thus, most of the white-collar em- 
ployees said that the directives were 
“official, what you go by,” and that the 
bulletin boards contained only routine 
official announcements and a lot of 
“unofficial stuff like cartoons, want 
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ads, and notices about dances.” By con- 
trast, the blue-collar employees said 
that the directives were “for the bosses; 
workers don’t read them.” But they 
felt that their bulletin boards were well 
kept and intended for their informa- 
tion. “In our shop,” one said, “we are 
made to understand that the bulletin 
boards are there to be read—all new 
job orders are pinned on the board, 
so you have to read it.” 

This finding points up the fact that, 
if management wants its communica- 
tions channels to be effective, it must 
use them consistently to transmit the 
type of information with which it 
wishes them to be associated. If a bul- 
letin board is normally used only for 


cartoons and “unofficial stuff,” and. 


then suddenly official announcements 
from top management are posted on 
it, they are not likely to have much 
impact. On the other hand, if the bul- 
letin board is habitually used for trans- 
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mitting important messages, such as 
job orders, management will find it an 
excellent all-around communications 
channel. This principle applies, of 
course, to all the media used to com- 
municate with employees—each of 
them reflects, in a large measure, the 
historical use management has made 
of them. 

In general, then, our study points 
up three conditions for ideal manage- 
ment-employee communications. First 
and foremost, the channel should al- 
ways reach all the employees. Second, 
it should be official—the employees 
should be confident that it comes 
straight from the horse’s mouth. And, 
third, it should be closely associated 
with the established order; that is to 
say, the supervisory system. By adher- 
ing to these simple rules, any or- 
ganization should be able to increase 
the effectiveness of its present employee 
communications system. 


Engineering Salaries—Ten Years After 


FIVE YEARS Out of college, the engineer may still be earning more than his class- 
mates who graduated in other fields, but he finds his work experience paying off 
less and less as time goes on. After 10 years, according to Northwestern University’s 
latest survey of trends in the employment of graduates in industry, he is likely to 
discover he has slid to the bottom of the salary list. 

The average monthly salary for engineers with five years’ experience reported by 
the 205 companies covered by the survey is now $641, as compared with $637 for 
graduates employed in sales, $583 for those in general business, and $577 for those 
in accounting. But average reported earnings of graduates with 10 years’ experience 
show the salesmen easily in the lead with $866 a month. General business and 
accounting graduates average $788 and $783 respectively, while the engineers trail 
with $778. 
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THe Uncommon Man: The Individual 
in the Organization. By Crawford H. 
Greenewalt. McGraw-Hill Book 
Company, Inc., New York, 1959. 142 
pages. $4.00. 


Reviewed by Melvin H. Baker * 


The wealth of information gleaned 
from his lifetime experience with E. I. du 
Pont de Nemours & Company, Inc. pro- 
vides the author with fertile ground on 
which to cultivate the underlying theme 
of this book: that people are the essential 
force in business. In emphasizing the re- 
sponsibility of management in this con- 
nection, Mr. Greenewalt is primarily con- 
cerned with the ordinary man endowed 
with normal ability who, because of am- 
bition, attention to his job, and a free en- 
vironment, becomes the uncommon man. 

Such a man, says the author, can be- 
come a productive force for industry 
when he is encouraged by certain incen- 
tives. In discussing these incentives, Mr. 
Greenewalt points out that in the past, 
when there was no tax on personal in- 
come, money from salary or from owner- 
ship profits was the only stimulation to 
unusual effort; our present system of 
high income tax necessitates greater em- 
phasis on the pride that comes from rec- 
ognition, responsibility, and achievement. 
Thus, such an incentive as enabling the 


* Chairman of the Board, National Gypsum 
Company. 


employee to become a stockholder in the 
company will encourage him to extend 
his ability to do the uncommon. 

This philosophy of Mr. Greenewalt’s so 
nearly parallels my own that I find little 
with which to disagree with him. Al- 
though my first reaction was that he 
should have placed greater stress on the 
fact that a proper educational back- 
ground is a necessity for young men en- 
tering the business world today, I real- 
ized, on second thought, that he does not 
overlook the importance of the mental 
discipline that comes from higher educa- 
tion. The very fact that his book was 
prepared from a series of lectures before 
the Business Graduate School of Colum- 
bia University indicates the value he 
places on educating young men for a 
business career. 

Our larger organizations, in particu- 
lar, can benefit from Mr. Greenewalt’s 
emphasis on the careful selection of men 
for promotion into management posi- 
tions. Aside from the obvious value of 
providing proper leadership, such selec- 
tion further serves as an incentive to other 
employees desiring greater responsibility. 
However, just as management can take 
the credit for the successes that follow 
from proper selection and promotion, it 
must also take the blame for its mistakes 
in these areas. In justice to the man and 
the company, these mistakes must be 
quickly recognized and corrected. 
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Also of interest to the larger organiza- 
tion is the section on conformity, since 
it is here that this dangerous trend is 
most prevalent. While recognizing that 
conformity can destroy individual initia- 
tive, Mr. Greenewalt distinguishes be- 
tween deliberate conformity and a well- 
organized pattern of behavior that he 
calls “good manners.” The way the sub- 
ject is dealt with in this section should 
encourage the reader to study the prob- 
lem further. 

Pointing out that “any disfigurement 
which society may suffer will come from 
man himself,” Mr. Greenewalt stresses 
the dangers inherent in the fact that most 
business men live in a “narrow cell,” stay- 
ing too close to their day-to-day work 
and leaving little time to develop favor- 
able relations among the opinion-forming 
people in their community. In singling 
out the robber barons as creatures of their 
time, he brings home the fact that we 
must all adjust to the environment in 
which we have to live. 

But, other than the knowledge he ac- 


JULY-AUGUST, 1959 


quired from his everyday business ex- 
perience, how can the business man break 
out of his “cell” and broaden his sights? 
Mr. Greenewalt himself is an outstanding 
example of the type of manager we 
should aspire to become. The head of a 
large, complex business, he also finds 
time to lecture at Columbia University 
and to enjoy baseball. In addition, he is 
an inventor, with several patents to his 
credit, the author of a study of the habits 
of the hummingbird, and—as his many 
allusions to literary history indicate—a 
constant reader of the classics. As a stu- 
dent, he has undoubtedly found many 
theories which he has introduced and 
tested in his business. But perhaps of 
more importance is his abiding interest in 
people, which has not only exposed him to 
many new ideas, but has made him an 
inspiration to his associates. 

This is an inspiring and thought-pro- 
voking book that should be “must” read- 
ing for every manager looking for advice 
on how to achieve success from someone 
who has actually attained it. 
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STATEMENTS OF PeRsoNNEL Poticy. National Industrial Conference Board, Inc., New 
York, 1959. 87 pages. $20.00. Covered in this report are ways of identifying policy, 
the reasons for having policies, and living with them. Illustrative policy statements 


on a wide variety of subjects are included. 


ProceEpINGs: Texas PersoNNEL AND MANAGEMENT AssocIATION (Twentieth Con- 
ference). Texas Personnel and Management Association, The University of Texas, 
Austin, Texas, 1959. 91 pages. $2.00. Among the topics covered at this conference, 
which was held in October, 1958, are trends for personnel practices, emerging ad- 
ministrative problems in the Federal Government, the social aims and contributions 
of business, and the current labor situation with projections for the future. 
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MopiFIcaTIONs IN MANPOWER MANAGEMENT. Edited by Aline L. Hopkins. The Bureau 
of Business Management, College of Commerce and Business Administration, Uni- 
versity of Illinois, Urbana, Ill., 1959. 49 pages. $2.00. A compilation of articles dealing 
with changes in personnel management. The effects on management of automation, 
job requirements, training programs, fringe benefits, and a recession are discussed 
by recognized authorities in the field. 


Frince Benerits. By Francis M. Wistert. Reinhold Publishing Corporation, New York, 
1959. 155 pages. $3.75. An all-inclusive coverage of the history, cost, and economic 
significance of known fringe benefits of regional, industrial, or national importance, 
with forecasts of their futher development. Included are both compulsory and volun- 
tary benefits. An outline of cost analysis for benefit programs and an evaluation of 
fringe benefits in terms of employee attitude are also given. 


STRATEGIES OF LeapersHip (In Conducting Adult Education Programs). By A. A. 
Liveright. Harper & Brothers, New York, 1959. 140 pages. $3.50. Based on a three- 
year study of representative adult education programs across the country, as well as 
the author’s personal experience in labor, union, farm, religious, community, and 
race-relations groups, this book gives the volunteer leader detailed suggestions on 
how to analyze and understand his program so that he can utilize his leadership 
abilities in the best possible way. 


Work MeasureMenT. By Virgil H. Rotroff. Reinhold Publishing Corporation, New 
York, 1959. 203 pages. $4.85. Stressing the need for better planning, the author ex- 
plains how this is brought about through the setting, use, and maintenance of work 
standards. Included is essential information on all phases of a work measurement 
program. 


Executive’s Guipe to HaNpLiNG Peopte. By Frederick C. Dyer. Prentice-Hall, Inc., 
Englewood Cliffs, N.J., 1958. 208 pages. $4.95. Based on the methods used by successful 
executives in business today, this book points out the most effective way for getting 
people to act and then keeping them on the road to profitable results. Along with 
this, the executive is shown how to maintain good relationships with people at every 
level of the business world. 


WAGE AND SALARY ADMINISTRATION. By Lawrence C. Lovejoy. The Ronald Press Com- 
pany, New York, 1959. 502 pages. $7.00. This practical textbook provides a complete 
survey of compensation administration, including job evaluation. Emphasis is placed 
throughout on the fundamentals of sound modern practice, a detailed discussion of 
the more transient procedures and techniques being avoided. 


HEATH Insurance. By O. D. Dickerson. Richard D. Irwin, Inc., Homewood, IIl., 1959. 
500 pages. $6.00. The four parts of this textbook cover health losses and how they are 
met, expense coverages, income coverages, and health insurer operations. The subject 
is treated from the viewpoints of all concerned—insurers of all types, insureds, the 
medical profession, and the general public. 


How to Get Cooperation: 4 Guide to More Effective Human Relations in Industry. 
By Robert S. Boaz. Mitchell Press Limited, Vancouver, B. C., 1959. 128 pages. $2.00 
(cloth bound, $3.50). The author advises both management and labor on such prob- 
lems as how to get things done through others, how to handle the group, how to plan 
a productive meeting, what to do about personal discussions, and how to get the 
most results out of a meeting. 
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Lessons or THE Recessions. By W. S. & E. S. Woytinsky. Public Affairs Institute, 
Washington 3, D. C., 1959. 102 pages. $2.00. An analysis of three postwar recessions, 
pointing out their similarity, impact, and character, this two-part study first gives 
the trends, outlook, and findings and, secondly, offers a detailed assembly of support- 
ing facts and figures on the recessions. Considerable space is devoted to the problem 
of unemployment and its solution. 


Know your Sociat Security. Revised Edition. By Arthur Larson. Harper & 
Brothers, New York, 1959. 240 pages. $3.50. This completely revised edition in- 
corporates the new rights created by the latest amendments to the Social Security 
Act. Social Security status is discussed from the viewpoints of employee, employer, 
and beneficiary, the special rules for various groups being included. 


IMS Curnic Proczepines, 1958. The Industrial Management Society, Chicago, IIl., 
1959. 140 pages. $5.00. Some of the topics covered at this 22nd annual national in- 
dustrial engineering and management clinic are work measurement, work simplifi- 
cation, cost reduction, job evaluation, plant layout, and materials handling. 


Wuat, Wuo, ann How Manuva For Preparinc Pian Descriptions. Charles D. 
Spencer & Associates, Inc., Chicago, Ill., 1959. 22 pages. $10.00. To help employers 
understand and comply with the new Federal Welfare and Pension Plans Disclosure 
Act, this manual not only elaborates on each item in the plan description, but 
also covers such topics as what a plan is, whether or not different types of plans can 
be combined for reporting purposes, and the use of Department of Labor forms. 


Tue A.F. or L.: From the Death of Gompers to the Merger. By Philip Taft. Harper 
& Brothers, New York, 1959. 498 pages. $7.50. For this history, a sequel to The 
AF. of L. in the Time of Gompers, the author draws from official A.F. of L. 
records, correspondence, and other unpublished sources. Some of the events re- 
called here are the struggle of the union to survive unemployment and financial 
depression, the nation’s gradual economic recovery in the Thirties, and the evolu- 
tion of the Taft-Hartley Act. 


A Discussion oF Waces AND EmpLoyMENT. By Professor Sidney C. Sufrin. Business 
Research Center, College of Business Administration, Syracuse University, Syracuse, 
New York, 1959. 18 pages. 50 cents. The author focuses on the short-run considera- 
tion of wages, wage differentials, and employment, distinguishing between the 
determination of employment and the wage-setting process for the whole economy 


as compared to the employment and wage process for one firm or industry within 
the economy. 


Report oF THE Director-Generat (Part I: Current Problems and Trends). Inter- 
national Labour Conference, Forty-Third Session. International Labour Office, 
Geneva, 1959. 132 pages. $1.00. Main headings of this report are employment and 
unemployment, social problems in economic development, and institutions and 
social policy. 


Dicest or One Hunprep Serecrep HEALTH AND INsuRANCE PLANS UNDER COLLECTIVE 
Barcaininc, Earty 1958 (Bulletin No. 1236). United States Department of Labor, 
Bureau of Labor Statistics, Washington, D.C., 1959. 253 pages. $1.25. (For sale 
by the Superintendent of Documents, U.S. Government Printing Office, Washington 
25, D.C.) The principal features of 100 collectively bargained plans are described 
here in a form suitable for quick reference. 
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ConTEMPORARY COLLECTIVE BARGAINING. Second Edition. By Harold W. Davey. Pren- 
tice-Hall, Inc., Englewood Cliffs, N.J., 1959. 388 pages. $9.00. Virtually a new book 
with respect to reorganization, rewritten text, and chapter additions, the emphasis 
of this edition nevertheless remains on problems, policies, and procedures in union- 
management relations at the plant level. The treatment of wage determination has 
been expanded as has that of the “nonsatisfactory” areas of collective bargaining. 


Tue Practice or Cottective Barcarninc. By Edwin F. Beal and Edward D. Wicker- 
sham. Richard D. Irwin, Inc., Homewood, Ill., 1959. 738 pages. $8.70. An analysis of 
collective bargaining practices in two “model” situations: (1) handicraft industry 
and craft unionism and (2) mass production industry and industrial unionism. Var- 
iants from these models are noted in the distributive, extractive, and service indus- 
tries and among white-collar workers and their employers. 


Power Unumitep: The Corruption of Union Leadership. By Sylvester Petro. The 
Ronald Press Company, New York, 1959. 323 pages. $5.00. The vast array of facts 
culled from the record of the McClellan Committee hearings are coherently organized 
in this book, which summarizes the evidence, brings the problems into sharp focus, 
and proposes basic remedies. 


A History or AMERiIcAN Lasor. By Joseph G. Rayback. The Macmillan Company, 
New York, 1959. 459 pages. $6.00. The author begins his account with colonial days 
when workingmen broke the bonds of mercantilism to achieve status, dignity, and 
economic prosperity; goes on to mention all the important personalities and events 
in American labor through the years; and concludes with an analysis of the “re- 
union” movement and the efforts of labor to maintain New Deal and Fair Deal 
achievements in the Eisenhower administration. 


Lasor-MANAGEMENT Retations: Both Sides of the Union and Association Picture 
from the Public Viewpoint. By Clarence E. Bonnett. Exposition Press, New York, 
1959. 956 pages. $10.00. Pointing out the dangers inherent in the growth of both 
corporations and unions in the U.S., the author deals with such subjects as collective 
bargaining, strikes and lockouts, litigation, union and organizational propaganda, 
and the wage issue. Numerous cartoons about labor and management from the 
past 70 years are reproduced. 


How to Take a Case Berore THE Nationat Lasor Retations Boarp. Revised 
Edition. By Louis G. Silverberg. BNA Incorporated, Washington 7, D.C., 1959. 386 
pages. $7.85. In this revised and enlarged edition, the author strips the mystery 
from the workings of the Board, blueprints the “mechanics” of Board proceedings, 
explains how the Taft-Hartley Act is applied, and offers helpful advice designed 
to cut procedural delays. 


WoMEN AND Work IN America. By Robert W. Smuts. Columbia University Press, 
New York, 1959. 180 pages. $4.50. By drawing from contemporary accounts of 
the lives and work of individual women and, in many instances, by letting the 
women tell their own stories in their own words, the author points up the change in 
the place of women in the twentieth-century world of work. Considered are the 
continuing limitations on the advancement of women employees and such subjects 
as pay, hours, and the physical stresses of employment. 


PERSONNEL MANAGEMENT. Fourth Edition. By Michael J. Jucius. Richard D. Irwin, 
Inc., Homewood, Ill., 1959. 763 pages. $9.00. Keeping for its basic aim that of the 
earlier editions—to supply college students with a realistic compendium of prin- 
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ciples and practices in personnel management—this new edition incorporates a 
number of changes in style, order of presentation, and emphasis which serve to 
improve the text as well as to include current changes in legislation. A shift in 
the emphasis of such subjects as human relations, communications, research, and 
line responsibilities for personnel work is also noted. 


Basic Facts on Propuctiviry Cuance. By Solomon Fabricant. National Bureau of 
Economic Research, Inc., New York, 1959. 49 pages. $1.00. Covering the most recent 
estimates of productivity trends, this report provides annual indices for the major 
components of labor and capital input and for the output related to this input 
from 1889-1957. Summary indices for individual industrial groups are also provided. 


Lasor AND THE Law. (Second Revised Edition.) By Charles O. Gregory. W. W. 
Norton & Company, Inc., New York, 1958. 580 pages. $6.50. This new edition is a 
complete revision that includes much new material on such subjects as picketing 
and the Constitution, the NLRA (before and after the Taft-Hartley Act), right-to- 
work statutes, the most recent developments in arbitration (including the Westing- 
house and General Electric cases), effects of the Taft-Hartley and NorrisLaGuardia 
Acts, and speculation as to future prospects and policies. 


U.S. Inpusrriat Retations: The Next Twenty Years. Edited by Jack Stieber. Michi- 
gan State University Press, East Lansing, Mich., 1958. 215 pages. $5.00. The six 
forecasts in this book are unusually stimulating and informative. Three of the 
contributors, Walter Reuther, John S. Bugas, and David L. Cole, discuss the future 
patterns of industrial relations. The other three, who offer an evaluation, interpre- 


tation, and analysis of these patterns, are John T. Dunlop, Edwin E. Witte, and 
Clark Kerr. 


Diary oF A Strike. By Bernard Karsh. University of Illinois Press, Urbana, IIl., 
1958. 180 pages. $3.50. In this dramatic play-by-play account of an actual organizing 
campaign and strike, in which only the names of the persons and places have been 
changed, the reader is taken behind closed meeting-room doors and to the picket 
lines. Verbatim comments from professional union officials, strikers, non-strikers, 
fence-sitters, company officials, city officials, and townspeople are given. 


WorkKBOoK IN INDUSTRIAL PsycHOLOGY AND PERSONNEL MANAGEMENT. By Roger Bel- 
lows et al. Wm. C. Brown Company, Dubuque, Iowa, 1957. 94 pages. $2.40. This 
latest edition of a workbook designed to aid the student of industrial psychology 
and personnel management in solving some minor personnel problems is a product 
of a considerable amount of experimentation during the past decade in both schools 
of business administration and psychology departments. Some of the subjects cov- 


ered are incentive graphs, communication, employee attitudes scales, and job eval- 
uation. 


PLANNING, PREPARING, AND Revisinc Emptoyee Hanpsooks. The Dartnell Corpora- 
tion, Chicago, 1958. 44 pages. $12.50. A management guide for strengthening per- 
sonnel policies, improving communications, and simplifying supervision, this report 
covers, in four parts, the planning, preparation, revision, and use of employee hand- 
books. Included are such subjects as what to leave out of the handbook, putting 
emphasis on human relations, selling the handbook te employees, and using an 
editorial check list. 
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Report oF THE 1957 ResEARcH CONFERENCE ON THE IDENTIFICATION OF CREATIVE 
Screntiric TaLent. University of Utah Press, Salt Lake City, 1958. 255 pages. $5.00. 
These proceedings of a conference sponsored by the University of Utah and held at 
Brighton, Utah, in August, 1957, include reports on such topics as basic traits in 
intellectual performances, the development of a criterion of scientific competence, 
the definition and measurement of ingenuity, and the needs for order and disorder 
as motives in creative activity. 


THe Lasor Force Unper CHANGING INcoME AND EMPLOYMENT. By Clarence D. 
Long, Princeton University Press, Princeton, N. J., 1958. 440 pages. $10.00. A Na- 
tional Bureau of Economic Research study that presents a comprehensive record of 
how the labor force in five countries has been affected by economic depression 
and recovery and by war mobilization and peacetime economic growth. The findings 
shed some interesting light on a moot point: Why do people work? 


THeory oF Waces AND EMptoyMENT. By Allan M. Carter. Richard D. Irwin, Inc., 
Homewood, Ill., 1959. 193 pages. $6.00. In setting forth his ideas, the author con- 
centrates on the wage decision at the level of the firm and on the relationship 
between the resulting level of wages in the economy as a whole and other factors 
which influence the level of employment. Some of the topics included are the 
development of the marginal productivity theory, the trade union as an economic 
institution, and collective bargaining and labor disputes. 


Peopte aT Work: Essays and Commentaries. By John Marsh. The Industrial Welfare 
Society, 48 Bryanston Square, London, W. 1, 1957. 67 pages. 6 shillings. A collection 
of short essays on such subjects as the human concern of industry, the need for new 
thinking, tools of industry, shock tactics in management training, and assessing 
men of tomorrow. 


Satary Bupcetine. By Ralph W. Ells. University of Wisconsin, School of Commerce, 
Bureau of Business Research and Service, Madison, Wisc., 1958. 79 pages. $1.15. A 
text divided into four parts: the objectives of salary administration, the prerequi- 
sites and objectives of budgetary controls, the actual mechanics of salary budgeting, 
and the author’s summary and conclusions. 


CREATIVITY AND ConrorMity: A Problem for Organizations. The Foundation for 
Research on Human Behavior, Ann Arbor, Mich., 1958. 46 pages. $3.00. This re- 
port of a meeting sponsored by the Foundation in April, 1958, suggests some steps 
which top management can take to locate the creative talent in the organization 
and put it to work. 


Tue Roe oF THE EXECUTIVE IN THE MoperN State: /nternational Social Science 
Bulletin, Vol. X, No. 2. UNESCO, 9, Place de Fontenoy, Paris, 1958. 337 pages. 
$1.00. An evaluation of the executive role by representative authorities from Canada, 
France, the U.S.S.R., the United Kingdom, the United States, and Yugoslavia. 


SourcEBOOK ON Lazor. By Neil W. Chamberlain. McGraw-Hill Book Company, Inc., 
New York, 1958. 1104 pages. $9.75. A comprehensive collection of documentary 
and semidocumentary material on the nature, functioning, and effects of labor 
unions in the United States. Both fact and theory are used to build a concept of 
the total role of organized labor in the American economy. 
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PERSONNEL MANAGEMENT IN SMALL Companies. By Frances Torbert. Institute of In- 
dustrial Relations, University of California, Los Angeles, 1959. 102 pages. 50 cents. 
Designed for the use of management, labor organizations, government officials, 
schools and universities, and the general public, this booklet deals with such topics 
as organization and delegation in the small firm; staffing the company; induction 
and training; motivation, morale, and supervision; dealing with unions; wages, 
salaries, and employee evaluation; working conditions, benefits, and services; and 
employee transfers, promotions, and separations. 





Screntiric Manpower 1n Europe. By Edward McCrensky. Pergamon Press, New 
York, 1958. 188 pages. $6.50. A description, comparison, and evaluation of the per- 
sonnel practices employed in managing scientists and engineers in Great Britain, 
France, Germany, and several other major countries of Western Europe. Emphasis 
is given to the specific methods and procedures used to improve the recruitment, 
retention, training, and utilization of scientists in the public service. 


Publications Received 


(Please order books directly from publishers) 


Supervisory Skirts. By Howard Wilson. 
Administrative Research Associates, Box 
1160, Chicago 90, Ill., 1958. 33 pages. 75 
cents. 


AGING IN THE MoperN Wortp: Guidebook 
for Leaders. Prepared by Clark Tibbitts 
and Wilma Donahue. University of Michi- 
gan, Ann Arbor, Mich., 1957. 68 pages. 
$1.00. 

Human Re ations For Supervisors. By 
Howard Wilson. Administrative Re- 
search Associates, Box 1160, Chicago 90, 
Ill., 1958. 33 pages. 75 cents. 


CaiForNiA INDUSTRIAL RELATIONS REPORTS: 
No. 17. Division of Labor Statistics and 
Research, California Department of In- 
dustrial Relations, 965 Mission St., San 
Francisco, Calif., 1958. 40 pages. Single 
copies, gratis. 


Manpower Prosiems IN Economic Devet- 
opMENT: A Selected Bibliography. Pre- 
pared by Keith Simpson and Hazel C. 
Benjamin. Industrial Relations Section, 
Princeton University, Princteon, N. J., 
1958. 93 pages. $2.00. 


PERSONNEL Practices IN CoLLEGEs AND UNI- 
versities. College & University Personnel 
Association, 809 S. Wright St. Cham- 
paign, Ill., 1958. 171 pages. $5.00. 


Directory oF CoLLeces AND UNIVERSITIES 
WITH SPECIALIZATIONS IN RETAILING. 
American Collegiate Retailing Associa- 
tion, 24 Waverly Pl., New York 3, N. Y., 
1958. 20 pages. 15 cents. 


Executives For GoveRNMENT. By Paul T. 
David and Ross Pollock. The Brookings 
Institution, Washington 6, D. C., 1958. 
196 pages. $1.50. 


FitTING THE Jos To THE Worker. Organisa- 
tion for European Economic Co-operation, 
1346 Connecticut Ave., N.W., Washing- 
ton 6, D. C., 1958. 170 pages. $2.50. 


PERSONNEL MANAGEMENT IN PERSPECTIVE 
(Occasional Papers No. 13). By L. Urwick. 
Institute of Personnel Management, 80 
Fetter Lane, London, E. C. 4, England, 
1959. 23 pages. 4 shillings. 





PROCEEDINGS OF THE Forty-FirFTH ANNUAL 
CoNVENTION, INTERNATIONAL ASSOCIATION 
OF PERSONNEL IN EMPLOYMENT SECURITY. 
International Association of Personnel in 
Employment Security, W. P. Allgood, 
296 State Labor Bldg., Atlanta 3, Ga., 
1958. 72 pages. Gratis. 


Year Book or Lazour Statistics, 1958. In- 
ternational Labor Office, 917 Fifteenth 
Street, N.W., Washington 5, D. C., 1958. 
627 pages. $6.00, cloth; $5.00, paper. 


FLEXIBILITY IN THE FEDERAL PERSONNEL Sys- 
TEM: A Guide to More Effective Recruit- 
ment and Retention of Scientists and 
Engineers. By the U. S. Civil Service 
Commission. For sale by the Superin- 
tendent of Documents, U. S. Government 
Printing Office, Washington 25, D. C., 
1958. 22 pages. 15 cents. 


How THE Securities MARKET AFFECTS YOUR 
ProrFit SHARING Funp. Hewitt Informa- 
tion Service, Inc, Libertyville, Ill., 1959. 
14 pages. Sample copy, gratis; quantity 
prices on request. 


How THe Securities Market AFFECTS YOUR 
Savincs or THrirt Funp. Hewitt Infor- 
mation Service, Inc., Libertyville, Ill. 
1959. 14 pages. Sample copy, gratis; 
quantity prices on request. 


RapiaTION Hazarps AND Protection. By D. 
E. Barnes and Denis Taylor. Pitman Pub- 
lishing Corporation, New York, 1959. 
171 pages. $6.75. 


MANAGING A SuccEssFUL PERSONNEL RELA- 
TIons ProcraM. By John F. Mee and Ed- 
gar G. Williams. Bureau of Business Re- 
search, School of Business, Indiana Uni- 
versity, Bloomington, Ind., 1959. 36 
pages. 60 cents. 


Look1nc FoR EMPLOYMENT IN FOoREIGN 
Countrigs. (Fourth Edition) by Juvenal 
L. Angel. World Trade Academy, Press, 
Inc., New York, 1959. 131 pages. $7.00. 
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UNIONISM AND THE Merit System IN Mv- 
nicipaL Reations in Canapa. By M. Z. 
Prives, Canadian Federation of Mayors 
and Municipalities, Mount-Royal Hotel, 
5611 Campden Pl., Montreal, Que., Can- 
ada, 1958. 58 pages. $2.00. 


Repuction 1n Force: A Statistical Analysis 
of the Reduction-in-Force Experience of 
23 Military Installations. Program Plan- 
ning Division, Bureau of Programs and 
Standards, U. S. Civil Service Commis- 
sion, Washington 25, D. C., 1958. 93 pages. 
Gratis. 


Prorit SHARING AT BAKER MANUFACTURING 
Company, EvaNsvILLE, Wisconsin, 1899- 
1958. By Harold E. Kubly. The University 
of Wisconsin, Bureau of Business Research 
and Service, Madison 6, Wisc., 1958. 106 
pages. $1.15. 


EXPLANATION OF SociaL Security Law As 
AMENDED IN 1958. By the Commerce 
Clearing House, Inc., Chicago 64, IIl., 
1958. 144 pages. $2.00. 


Deacers Report ON FRINGE BENEFITS AND 
SALESMEN’s COMPENSATION. By the Na- 
tional Automobile Dealers Association, 
2000 K St., N.W., Washington 6, D. C., 
1958. 9 pages. $1.00. 


In-PLANT THRIFT AND Loan Services: By 
Banks and Credit Unions. By Rudolf 
Modley. Reports, Inc., Kent, Connecticut, 
1959. 103 pages. $4.50. 


Tue First Principces oF INDUSTRIAL RELA- 
tions. By A. E. C. Hare. St. Martin’s 
Press, New York, 1958. 139 pages. $2.75. 


Tue Tart-HartLey Act AFTER TEN YEARS: 
A Symposium. New York State School of 
Industrial and Labor Relations at Cor- 
nell University, Ithaca, New York, 1958. 
107 pages. Single copies, $1.50. 


Union Constitutions: Election and Tenure 
of National and International Union Of- 
ficers 1958 (Bulletin No. 1239). United 
States Department of Labor, 1958. 37 
pages. 30 cents. 
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Automation: Servant to Man. By Frank 
Ross, Jr. Lothrop, Lee & Shepard Co., Inc., 
New York, 1958. 212 pages. $3.00. 


NOMA Automation BisiiocraPHy. Na- 
tional Office Management Association, 
Willow Grove, Penna., 1958. 20 pages. 
$2.00. 


Smatt Business INVESTMENT COMPANIES: 
Law-Regulations-Explanation. Commerce 
Clearing House, Inc., Chicago, IIl., 1959. 
114 pages. $2.50. 


Proceepincs: The Sixteenth Annual Insti- 
tute on Hospital Accounting (Report No. 
28). Bureau of Business Research, Indiana 
University, Bloomington, Ind., 1958. 167 
pages, $1.50. 


CAREERS AND OPPORTUNITIES IN ENGINEER- 
1nG. By Philip Pollack. E. P. Dutton and 
Co., Inc., New York, 1959. 140 pages. 
$3.50. 


State Minrmum-Wace Laws anp Orpers: 
July 1, 1942 to July 1, 1958, Women’s 
Bureau Bulletin No. 267, Part I — His- 
torical Development and Statutory Pro- 
visions. United States Department of 
Labor, Women’s Bureau, 1959. 31 pages. 
75 cents. (For sale by the Superintendent 
of Documents, U.S. Government Print- 
ing Office, Washington 25, D.C.). 


An Extensive, INDEXED BIBLIOGRAPHY OF 
AMERICAN PUBLICATIONS ON ProrFit SHAR- 
NG Between 1940-1958. By Bertram L. 
Metzger. with THe ReszarcH NEeEDs oF 
Prorit Suarine. By J. J. Jehring. Profit 
Sharing Research Foundation, Evanston, 
Ill., 1959. 40 pages. $1.00. 
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ApvANCED ADMINISTRATIVE TRAINING IN THE 
Pustic Service: Governmental Studies 


No. 1. By Keith B. Callard. The Institute 
of Public Administration of Canada, 33 Is- 
abella St., Toronto 5, Ontario, 1958. 32 
pages. $1.00. (Amended listing.) 


MANPOWER IN SELECTED METAL CraFTS IN 
New York Strate: Part I — The State- 
Wide Picture. New York State Depart- 
ment of Labor, Division of Research and 
Statistics, 1959. 111 pages. Copies avail- 
able on request from the Labor Depart- 
ment’s Division of Research and Statistics, 
80 Centre Street, Room 631, New York 
City. 


Career PLANNING. By Leonard J. Smith. 
Harper & Brothers, New York, 1959. 263 
pages. $3.50. 


SELECTED AND ANNOTATED BIBLIOGRAPHY OF 
PERSONNEL ADMINISTRATION. (Revised 
edition). By Charles T. Clark. Bureau 
of Business Research, The University of 
Texas, Austin, 1958. 27 pages. 50 cents. 


Wuere To Finp VocaTIONAL TRAINING IN 
New York City: A Directory. (Fifteenth 
edition). Vocational Advisory Service, 
New York City, 1958. 281 pages. $5.00. 


State MinimuM-Wace Laws ANp Orpers: 
July 1, 1942 to July 1, 1958, Women’s 
Bureau Bulletin No. 267, Part Il — 
Analysis of Rates and Coverage. United 
States Department of Labor, Women’s 
Bureau, 1959. 142 pages. 60 cents. (For 
sale by the Superintendent of Documents, 
U.S. Government Printing Office, Wash- 
ington 25, D.C.). 





who’s who 


| in this issue 


FOR THE BENEFIT of readers who would 
like to know more about the participants 
in our panel discussion than the some- 
what sparse details set forth on page 9, 
we append herewith the following notes. 

Thomas R. Reid joined the Ford 
Motor Company in 1950. He was previ- 
ously a Vice President and Director of 
McCormick & Co., of Baltimore. Con- 
currently with his Ford duties, he serves 
as a consultant to the Office of Defense 
Mobilization and as member of its Exec- 
utive Reserve Advisory Committee. He is 
also a member of the executive committee 
of the Committee of Hoover Commis- 
sion Task Force Chairmen, as well as of 
a whole raft of civic organizations too 
numerous to mention here. James C. 
Worthy has been associated with Sears 
Roebuck since 1938, with the exception 
of a two-year stint in Washington, from 
1953 to 1955, when he served as Assist- 
ant Secretary of Commerce. Currently 
Vice President of the Chicago Associa- 
tion of Commerce and Industry, Mr. 
Worthy is a leading Illinois Republican 
and is credited with having swung the 
decision to hold the party’s national con- 
vention in Chicago next year. Stephen 
A. Mitchell, who practices law in Chi- 
cago, first came to national prominence 
in 1952, when Adlai Stevenson chose 
him to head the Democratic National 
Committee, a job he held for three years. 
A graduate of Creighton University, in 


Omaha, and Georgetown University, 
Washington, D. C., where he obtained 
his law degree, he is a prominent politi- 
cal figure in Illinois and has frequently 
been mentioned as a gubernatorial pos- 
sibility for 1960. Lawrence A. Ragan 
was an industrial editor at Ford before 
taking up his present post at DePaul Uni- 
versity. He holds an M.A. from the Uni- 
versity of Chicago. 


Loud lamentations have been issuing 
from the University of Minnesota’s In- 
dustrial Relations Center since Dale 
Yoder’s recent announcement that he 
will stay on permanently at Stanford 
University, where he has been Visiting 
Professor of Industrial Relations during 
the past year. Dr. Yoder, who has been 
Director of the IRC since 1945, has held 
many important academic posts and has 
also served in a number of governmental 
capacities. “Industrial Relations Budg- 
ets: Yardsticks for 1959,” which he con- 
tributes to this issue (page 16), is the 
latest in a long series of reports we have 
been privileged to publish over the years. 
Roberta J. Nelson, his co-author, is a 
member of the Industrial Relations Cen- 
ter’s research staff and one of the most 
cooperative and painstaking contributors 
we know. 


Louis Ruthenburg, author of “The 
Crisis in Apprentice Training” (page 
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28), is one of American industry’s fore- 
most elder statesmen. Though he retired 
a few months back from the post of 
Chairman of the Board of Servel, Inc., 
of Evansville, Ind., he still serves as in- 
dustrial consultant to the company. A 
native of Louisville, Ky., where he began 
his career with the E. C. Walker Manu- 
facturing Company, Mr. Ruthenburg 
held a number of top engineering and 
managerial posts before joining Servel 
as president in 1934. Shortly after World 
War I, he was the guiding spirit in the 
formation of the Foreman’s Club of Day- 
ton, a pioneer venture that ultimately 
blossomed into the National Association 
of Foremen (now the National Manage- 
ment Association). Mr. Ruthenburg has 
been a prolific writer and speaker on a 
variety of management topics. 


As befits an expert in the field of wage 


and salary administration, the biographi- 
cal details supplied by Preston P. Le 
Breton, author of “Must Market Pres- 
sure Wreck the Company’s Salary Struc- 
ture?” (page 34), are precise and to the 
point. Head of the Management and 
Marketing Department at Louisiana 
State University since 1957, Dr. Le 
Breton was formerly Associate Professor 
and Vice-chairman of the Management 
Department at the University of Detroit. 
He obtained his Ph.D. from the Univer- 
sity of Illinois and also studied at Har- 
vard and Carnegie Tech. He has served 
as a consultant on wage and salary ad- 
ministration problems to a number of 
leading corporations. 


Between canoe trips on East Coast 
rivers, P. W. Maloney, joint author of 
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“A New Tool for Supervisory Self-De- 
velopment” (page 46), heads the Em- 
ployment and Employee Relations Re- 
search Section of Esso Research and 
Engineering Company’s Employee Re- 
lations Division. In this capacity, he 
spends most of his time coordinating the 
company’s professional employment pro- 
grams. A graduate of the University of 
Minnesota, Mr. Maloney started out as 
an associate of Savage Lewis, Inc., of 
Minneapolis, and ran a family contract- 
ing concern for a year before joining 
Esso Research four years ago. His co- 
author, John R. Hinrichs, holds degrees 
from Johns Hopkins and Purdue. In his 
present post, he carries out research 
studies concerned with the selection, 
utilization, and development of technical 
personnel. 


Sterling H. Schoen, joint author of 
“Experience with the Incident Process in 
Management Training” (page 54), has 
been Professor of Management at Wash- 
ington University, St. Louis, since 1950. 
He holds degrees from Lawrence Col- 
lege, the University of Wisconsin, and 
the University of Michigan. Dr. Schoen 
has contributed two previous articles to 
PersonnEL. Wendell L. French, his co- 
author, is Associate Professor of Indus- 
trial Relations at the University of Wash- 
ington and was formerly Director of 
Personnel Relations at the Mallinckrodt 
Chemical Works, St. Louis. He holds a 
Master’s degree from the University of 
Colorado and a doctorate in education 
from Harvard. 


Since we have outlined the career of 
Frederick J. Gaudet in this column on 





more than one occasion in the recent past, 
we shall deal rather briefly here with the 
joint author of “How Much Can You 
Tell from a Résumé?” (page 62). Profes- 
sor of Psychology and Director of the 
Laboratory of Psychological Services at 
Stevens Institute of Technology, Dr. 
Gaudet has had wide experience in in- 
dustry and is the holder of two degrees 
from Harvard and a Ph.D. from Colum- 
bia. His co-author, Thomas F. Casey, 
was originally a cost accountant whose 
work in a variety of industrial fields ulti- 
mately led him to the study of industrial 
engineering. During the past few years, 
he has been employed as an industrial 
engineer and recently obtained his M.S. 
in industrial engineering at Stevens In- 
stitute. 


Reid L. Shaw, to whom we are in- 
debted for “A Grievance Procedure for 
Non-Unionized Employees” (page 66), 
is a keen-looking young man whom we 
would hardly have identified as a mem- 
ber of the Society for the Preservation 
and Encouragement of Barbershop Quar- 
tet Singing in America; but such, it seems, 
is his avocation. In his more serious mo- 
ments, Mr. Shaw has succeeded in en- 
compassing a remarkably wide range of 
employee relations activities. Since joining 
the General Electric Company in 1952, 
after graduating from Trinity College, 
Hartford, Conn., he has carried out 
various assignments in the company’s 
Employee Relations Development Pro- 
gram, served as Specialist on Salary and 
Wage Administration and Communica- 
tion and Personnel Development with 
GE’s Industrial Heating Department in 
Shelbyville, Ind., and at the time of writ- 
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ing this article held the post of Specialist 
on Union Relations, Communication, 
and Training at GE’s Research Labora- 
tory in Schenectady. He was scheduled to 
leave GE, to join the management con- 
sulting firm of McKinsey and Company, 
in New York, about the time this issue 
went to press. 


Director of Industrial Relations at the 
Carter Carburetor Division of ACF In- 
dustries, Inc., since 1957, George R. 
Koons, author of “Handling Work As- 
signment and Jurisdictional Disputes” 
(page 71), is a graduate of the Univer- 
sity of Chicago who began his career as 
a district sales representative for Procter 
& Gamble. His industrial relations expe- 
rience dates from 1932, when he joined 
the Kimberly-Clark Company, where he 
rose through a succession of posts to be- 
come assistant to the Director of Indus- 
trial Relations. Before assuming his 
present position, he was for five years In- 
dustrial Relations Manager at Bowaters 
Southern Paper Corporation. 


Eugene Walton, author of “Com- 
municating Down the Line: How They 
Really Get the Word” (page 78), has 
held the post of Management Analyst for 
Communications at the U.S. Naval Ord- 


nance Test Station, China Lake, Calif., 
since June, 1958. He holds degrees in 
political science and journalism from the 
University of Washington and an M.S. 
in public relations from Boston Univer- 
sity, where he was a Teaching Fellow in 
communications. Mr. Walton also spent 
a year at M.I.T. as a research assistant 
and graduate student in the field of com- 
munications. 
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rinciples which are basic to every type, < S 
a loyee communication. 


W TO SELL YOUR EMPLOYEE COMMU- 
RICATIONS. A five-step approach to planning 
more effective communication and reviewing the 
strong and weak points of past i. 

¢ 


TEN COMMANDMENTS OF GOOD COMMU- 
NICATION. Designed to help pain A ge of 
management improve his comm 

Printed in two = in a 9%-by-12% 


a 
suitable for 304 


Safety 


TEN COMMANDMENTS OF SAFETY yon 

bet oe i DT ph hk we 
elp s mpervicess, bull a or; 

tion and cut accident costs. In two sizes: For desk 

use (5% x 8% eat » | elo pew g (9x12 

inches on heavy stock es quantity dis- 

counts available. 


Training Aids 
TRAINING UNDERSTUDIES. A manual of su- 
training 


- 
te Electric Tuminatin as 
of its executive Luau" MOF 


WHAT’S YOUR MANAGEMENT I.Q.? One hun- 
dred questions and answers designed to reveal 
the strong and weak points of your F 


managerial knowledge. 40¢ 




















Supervisory 
Management 





Personnel is your professional magazine. 


SUPERVISORY MANAGEMENT 


is a parallel AMA service for your foremen. 
It is a monthly reference tool for first-line 
managers containing realistic solutions to their 
basic supervisory problems. 


Supervisory Management shows supervisory 
personnel that they really are members of the 
management team. It shows them how to do a 
better job — and why they should do a better 
job. 


You can use Supervisory Management to sup- 
port your current training program or to serve 
as the nucleus of a new program. It will help 
your supervisors develop the skills and get the 
facts they need to keep their performance at a 
high level. 

You can get an examination copy, plus reports 
of actual company use, by writing Supervisory 
Management Service, American Management 
Association, Inc., 1515 Broadway, New York 
36, New York. 











AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 BROADWAY + NEW YORK 36, N. Y. 





